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Problem of the Markets 


This is a difficult month in which to survey the trends of 
business. Reports from consumer industries have been better 
for two months, and retail trade also has been aiming gener- 
ally upward. On the other hand, components of the defense 
boom—industrial construction, expenditures for plant, and 
defense production itself—may, in aggregate, be changing gear 
from fast rise to gentle slope and plateau. In the months 
ahead, strength for the general business outlook may be 
shifting back to the consumer sector, from the defense and 
investment sectors. But what the net balance will be is still 
a delicate question. It is explored in this month’s Business 
Highlights, beginning on the next page. 


How About Those Unemployment Funds? 


It’s a good idea, so it is said, to lock the barn door before 
the horse is stolen. It would seem that this idea is back of the 
studies, now being made by thirty-two of the states, of un- 
employment insurance financing methods. For now the re- 
serves are high—but are they high enough to meet a big drain 
if it should come? So far, no state unemployment system has 
gone broke—although some have come close to it. How some 
of the states see future needs and how they might meet 
them is presented starting on page 270. 


Some Hard-to-answer Questions on Productivity 


When workers ask for raises because their hourly output 
has gone up, how much of this productivity increase is the 
result of the workers’ improved application and efficiency and 
how much of it comes from management’s side in better 
machines, better methods, etc. ? This is an important question 
companies are sometimes confronted with. 

There are times too when companies want to measure the 
status—that is the rise or fall or just plain equilibrium—of 
productivity in their plants: just to know what is happening 
or to relate it to the general level of productivity in their 
industry. 

At best, the measurement of productivity and the assign- 
ment of causes for improved output per worker are pre- 
carious. The article starting on page 252 gives the background 
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for understanding . . . explains the terms and general concepts 
. indicates the deficiencies in existing data and ‘methods. 
It’s written simply—a not so simple feat for such a technical 
subject. 
eee 


They’ve Got To Be Marketable! 


Investors in this country are simply not interested in non- 
marketable securities. Not at 234%, and not even govern- 
ments; probably not much interested on any terms. This 
much the United States Treasury has found out by experi- 
mentation. And so there was resort to intermediate terms, 
which were gobbled up in great style. But what a feast for 
the “free riders!’ Bank allotments were limited, while other 
investors got all they asked for. Thus the $414-billion issue 
was placed with nonbank investors—but a plugged nickel 
will get you a quarter in Wall Street if most of those bonds 
do not ultimately find their way into the portfolios of the 
banks. Turn to page 261 to see what has been happening in 
the financial districts of the country in recent weeks. 


Sharpening the Selling Tools 


With a less favorable sales prospect for 1952, marketing 
conditions are calling out a general refurbishing of selling 
techniques. Expanding and integrating the sales force is the 
major effort reported in this month’s survey of business 
practices. A drive for greater effectiveness is taking the form 
of intensified salesman and dealer training, with a careful weed- 
ing out of the definitely unproductive material. An important 
point here is the relative inexperience of a great many 
“salesmen” who entered the field under noncompetitive 
market conditions, for whom real selling is now something 
to be learned. Sales training for them is essential, in many 
instances. 


On the other side of the picture, many companies find that 
they need few changes in their sales efforts, having maintained 
highly organized and efficient sales forces during the war and 
postwar periods. And some believe that an increased selling 
effort would have little effect on sales in their particular 
markets. 

It all adds up to a challenging situation, discussed in 
“‘Salesmen Need To Sell Now,” page 276. 


Manufacturers’ Sales and Inventories 
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OTHER INDUSTRIES 


INVENTORIES 


RATIO SCALE 
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Billions of dollars, seasonally adjusted. For ratios of inventory to sales, see table, page 248- Consumer industries include 
motor vehicles and equipment, furniture and fixtures, food, beverages, tobacco, textile-mill products, apparel and leather. 


Source: Department of Commerce 


CONSUMER INDUSTRIES IN THE BALANCE 


The trend in consumer goods production is beginning to dominate the outlook 
as income generated in defense and related activities nears its peak 


little change in those sectors that were known 

to be strong, and signs of growing strength in 
those sectors that have been weak. By so doing, it 
has lengthened the odds against any downward move- 
ment in 1952, and perhaps for the first half of 1953 as 
well. But it has failed to build a convincing case 
for marked improvement in general business condi- 
tions—or prices—over the next several quarters, even 
though it has fulfilled some of the conditions on which 
anticipations of a general upswing were based. 

In the first place, it is hard to characterize the rate 
of retail trade in the second quarter as still unreason- 
ably and abnormally low. On the basis of incomplete 
returns, indications are that sales of both durables 
and nondurables exceeded their first-quarter levels. 
And sales of some commodities (automobiles, refrig- 
erators) were reported to have shown considerable 
improvement. 

Too, expenditures for services doubtless continued 
their upward trend; and total personal consumption 
expenditures for the quarter apparently advanced 
somewhat from first-quarter rates. In the light of 
what probably happened to income in the second 
quarter (see below), there is reason to think that the 
saving rate may have drifted down a little further 
from the 7.4% rate of the first quarter. While it has 
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apparently remained above the historical 5% normal, 
the dimensions of the gap are no longer such as to 
justify the conclusion that any further important 
change in the tone of retail markets would result solely 
from a return of the saving rate to 5% in the last half 
of the year. 

In a way, this is a rather dramatic change. For the 
past year the level of the saving rate has held out the 
promise of a substantial increase in retail volume 
(particularly in the discretionary markets) which 
might occur whenever consumer behavior reverted to 
a so-called normal distribution of income between 
spending and saving. Expectations for an improve- 
ment in markets were thus partly independent of ex- 
pectations regarding the course of consumers’ income. 


SAVINGS HOPES FADING 


Less than half of that promise now remains. And for 
the discretionary markets, very little may remain. 
For the decline in the saving rate has been shared 
by the nondiscretionary markets to a disproportion- 
ate degree. In the first quarter, virtually the entire 
decline in saving resulted from the advance of expendi- 
tures on food and housing (see chart).1 And these 
essential expenditures also apparently took part of 


Indexes of rents and food prices continued to advance in April 
and May. 
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the decline in the saving rate in the second quarter. 

_The fact of the matter is that income available for 
discretionary spending has apparently declined rather 
than advanced since the turn of the year (see chart) . 
And the best that can be said for these markets is 
that consumers, rather than contracting their ex- 
penditures on nonessentials, have maintained them 
and in fact increased them slightly. The credit for 
this strength should go chiefly to the price declines 
which most nonessentials have undergone over the 
past nine months, and to the end of Regulation W. 


RETAIL STOCKS NO LONGER HIGH 


Recent months have also seen the fulfilment of a 
second condition on which hopes for a marked recov- 
ery in consumer industries was based. Indications 
are that the second quarter has seen an end to the 
liquidation of retail inventories that for the past year 
has depressed the volume of consumer goods manufac- 
turers. During April, sales of consumer goods pro- 
ducers showed considerable improvement (see chart); 
and inventories of most types of retail outlets, includ- 
ing department stores, were stabilized. For most parts 
of the retail market, sales-inventory ratios were 
within an area that might be called normal, although 
exceptions were still chiefly in the direction of excess. 
(See table.) 

For consumer industries generally, it seems likely 
now that the current recovery for textiles and shoes, 
and for some durables, thus has a firmer basis in reality 
than the several rounds of rumored recovery that have 
occurred over the past year. Underlying the rise in 
orders of the past few months has been the stabiliza- 
tion of retail inventory, and a further closing of the 
gap in the saving rate. 


Closing the Savings Gap 
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Toward the end of the second quarter, these factors 
had already invoked an advance in production of 
some consumer soft goods, and a firming of wholesale 
prices. At mid-June, quotations on most textiles were 
creeping up, and this time, apparently, the market 
did not fall dead, as it had in the past, with the first 
advance in prices. 

But that still leaves the question of where consumer 
goods manufacturers go from here. By and large, 
their own inventories are still excessive. Liquidation 
at retail, combined with the unsensational character of 
retail trade, have made it very difficult to bring fin- 
ished goods inventories of manufacturers under con- 
trol, despite striking cuts in output in most lines. 
Even with the considerable decline in the rate of 
shipments over the past year, backlogs of consumer 
goods manufacturers have subsided more or less 
steadily (see charts). 

Both these factors suggest that, in general, nothing 
has yet occurred that would indicate the need for any 
very broad upward revision of production schedules 
in consumer goods industries. Certainly in specific 
industries and specific companies, upward adjust- 
ments are being made and reported. But for the bulk 
of consumer goods manufacturers, such revisions are 
predominantly in anticipation of further improve- 
ment in the rate of orders; current production, in most 
cases, appears adequate to held backlogs at their 
current levels, which are close to minimal working 
levels. 

Further improvement in orders might come either 
from inventory accumulation at retail (to which the 
business atmosphere is still alien, although less so than 
three months ago), or a further advance in consumer 
spending. But the narrowing of the saving margin 
now makes the latter expectation largely dependent 
upon a further advance in income. 

Although it may be better than it was at the end 
of the first quarter, the production outlook for con- 
sumer industries is thus not yet clear. Meanwhile, 
the rate of production in civilian industries is daily 
becoming of greater importance to the general busi- 
ness outlook. For while civilian production is now de- 
pendent upon consumer income, changes in consumer 
income itself, over the next several quarters, should 
more and more parallel the rate of production of con- 
sumer goods. The sharp advances in income generated 
outside the consumer goods area may be nearing their 
end. 


INCOME CLIMB AT END? 


The long climb in income that began with the gov- 
ernment insurance dividend bonanza of early 1950, 
and continued through the first year following Korea 
has flattened in 1952. 

Figures on disposable income for the second quarter 
of 1952 will not be available for another month. How- 
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ever, the key indicators that can serve as a guide to 
the course of income—figures on production, weekly 
earnings, farm prices, retail sales—on balance suggest 
no important advance in the second quarter from the 
first-quarter rate. If the steel strike were to last 
throughout the month of June, income for the quarter 
could be no more than equal to the first-quarter rate, 
and somewhat below the rate in the last quarter of 
1951. 


STEEL IN THE PICTURE 


Industrial production during the second quarter 
of the year has apparently averaged about 213 on the 
Federal Reserve index, a decline of roughly 4% from 
the first quarter. The bulk of this decline—but by no 
means all of it—has, of course, been owing to the steel 
strikes in April, May and June, and the oil strike in 
May. 


Inventory—Sales Ratios 
(March-April Average; Seasonally Adjusted) 


1952 1951 1950 1949 1948 


All retail stores............ eee We Ol | Lael (el yiel ele AO. 

Durable-goods stores......... 1SOFae eal ea RIS SSaal. 87) ela 76 

Automotive group.......... Leta S4) 82a 1S 94 
Building materials and hard- 

WATE PTOUP eee ree ata ect 2.64 | 2.50 | 2.31 | 2.63 | 2.44 
Home-furnishings group..... 2.85 | 2.97 | 1.93 | 2.49 | 2.39 
Jewelry group..............| 5.89 | 6.41 | 5.68 | 5.26 | 4.69 
Other retail durable......... 2.58 | 2.94 | 2.32 | 2.55 | 2.36 

Nondurable goods stores... . . 1.18 | 1.33 | 1.18 | 1.18 | 1.22 
Apparel group............. 2.63 | 2.94 | 2.64 | 2.53 | 2.53 
Drugstores: e-em ee || Leos) | OT) ESO 98 73 
(Foodigroup-eseeteee eet eeOO .70 .65 64 66 
General merchandise group..} 2.10 | 2.47 | 2.06 | 1.97 | 2.09 
Other retail nondurable..... ofa} .81 .68 73 .78 

All m’facturing industries| 1.88 | 1.617 | 1.65 | 1.86 | 1.66 

Durable-goods industries... . . 2.11 | 1.66 | 1.79 | 2.14 } 1.91 
Primary metals............ 1.48 | 1.14 | 1.40 | 1.60 | 1.42 
Fabricated metals.......... 2.09 | 1.54 | 1.76 | 2.19 | 1.64 
Electrical machinery........| 2.78 | 1.97 | 1.90 | 2.61 | 2.48 
Machinery (except electrical)| 2.45 | 2.28 | 2.65 | 2.87 | 2.49 
Motor vehiclesand equipment} 1.55 | 1.25 | 1.384 | 1.62 | 1.69 
Transportation equipment 

(except motor vehicles)....| 3.60 | 2.89 | 2.47 | 2.68 | 3.31 
Furniture and fixtures....... 1.89 | 1.71 | 1.74 | 2.09 | 1.52 
Lumber products (except fur- 

MICUTe) see ee eee eae 1.44 | 1.21 | 1.25 | 1.68 | 1.32 
Stone, clay and glass products] 1.92 | 1.35 | 1.51 | 1.75 | 1.48 
Professional, scientific instr. .| 2.58 | 2.31 | 2.72 | 3.12 | 2.40 
Other industries, incl. ord- 

NANCE eo tee ate see es 2.61 | 2.03 | 2.02 | 2.52 | 1.95 

Nondurable goods industries.| 1.66 | 1.56 | 1.55 | 1.64 | 1.48 
Food and kindred products. .| 1.12 | 1.06 | 1.02 | .95 | 1.00 
Beverages ®t. Se: 1.94 | 2.49 | 1.99 | 2.09 | 2.07 
Tobacco products.......... 5.72 | 5.97 | 5.86 | 5.49 | 4.96 
Textile-mill products........ 2.25 | 2.20 | 2.08 | 2.34 | 1.70 
Apparel Matern cee. 1.74 | 2.05 | 1.66 | 1.44 | 1.46 
Leather and products....... 2.72 | 2.13 | 1.91 | 2.05 | 1.87 
Paper and allied products...| 1.73 | 1.19 | 1.38 | 1.84 | 1.47 
Printing and publishing... .. 88 .93 | .94 .95 | 1.02 
Chemicals and allied products} 1.99 | 1.60 | 1.60 | 1.95 | 1.78 
Petroleum and coal products.| 1.27 | 1.22 | 1.35 | 1.55 | 1.15 
Rubber products........... 2.07 | 1.25 | 1.87 | 2.51 | 2.27 


Source: Department of Commerce 


As an indication of demand for the nation’s indus- 
trial output, the decline has little significance. On 
the other hand, its effects on income may be of con- 
siderable importance. As of late in the month, side 
effects of the strike were cutting into payrolls at coal 
mines and railroads; and shortages of finished steel 
itself were beginning to affect operations in a 
broad range of hard-goods industries, including ord- 
nance. By late in June steel inventories in the auto- 
mobile industry had reached a critical stage; assem- 
blies were beginning to suffer, and industry analysts 
foresaw further production difficulties in July even 
if the steel strike were ended with the end of the 
month. 

And it seems doubtful now whether a resumption of 
steel output will result in a small inventory boomlet to 
rebuild stocks, as it did in late 1949. Certainly there 
can be no boomlet in steel itself; prior to the strike 
the industry was already operating at rated capacity 
(unlike 1949). In coal, the size of existing above- 
ground stocks may mean that the loss of production 
is also a loss for the year. Most producers of consumer 
durables are using the steel strike to adjust their own 
inventories of finished goods downward by curtailing 
operating rates, which does not argue for a burst of 
activity when steel deliveries begin again. For pro- 
ducers of other raw materials whose output is used 
in conjunction with steel, the effect has been more to 
weaken markets than to strengthen them—witness 
the case of zinc. And for all of these reasons, freight 
traffic lost now is not likely to be made up quickly. 

The effect of the strike may thus be to prolong the 
period of steel tightness, and hence to prolong CMP. 
But there is no indication yet that its termination will 
be the signal for a general advance in activity, how- 
ever brief, or a renewed advance in income.! 

Moreover, the conclusion of the steel strike may 
not, in one swoop, restore activity to the levels 
reached in the first quarter. On the contrary, there 
is some reason for thinking that if other conditions 
remain relatively unchanged, the conclusion of the 
strike will find the index of industrial production 
somewhere in the neighborhood of 219. (The figure 
for July, strike or no strike, is still likely to be well 
below that figure; plans for extended vacation closings 
in July are as prevalent this year as last.) During the 
period of the strike, nondurables production has been 
below first-quarter levels. 


THE DEFENSE PEAK 


For the first half of 1952, the trend of disposable in- 
come has thus apparently diverged sharply from the 
expectations even of those who foresaw no general 
expansion of business activity in the early part of the 


_ ‘Except to the extent that higher wages and retroactive payments 
in steel itself will increase wage and salary receipts; and to the extent 
that any increase im steel wages spreads through other industries. 
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year. Essentially, the promise of defense (including 
defense-inspired expansion), as far as civilian business 
is concerned, was that it would augment the rate of 
income. It has certainly done so thus far, to an ex- 
tent roughly equal to the extent to which civilian re- 
cession has cut it back. But for how long does the 
augmentation continue? 

The peak in defense expenditures for hard goods 
is expected to come in carly 1953; thereafter, further 
increases in expenditures for aircraft will presumably 
be offset by declining expenditures for other hard 
goods. On average for all hard goods items, however, 
production leads expenditures by an unknown but 
certainly significant number of months. 

The time of the prospective peak in defense employ- 
ment and income is elusive, but it can no longer be 
far in the future. Even allowing for a lag behind the 
stretchout schedule, the end of 1952 is not an unreas- 
onable guess. The proximity of the peak is borne out 
by the fact that backlogs of most durables industrics 
are no longer rising (see chart) and that in the indus- 
tries where they are still rising—transportation equip- 
ment and electrical machinery—inventories, too, are 
advancing. In the first four months of 1952, inven- 
tories of work in process were climbing rapidly in 
durables industries and stocks of finished goods also 
advanced somewhat—at the same time that deliveries 
of hard goods to the government were climbing fast. 


VALUE AS AN INCOME PROP 


This is scanty documentation—nccessarily so be- 
cause a clear separation of defense and nondcfense 
business is not available. However, the figures for 
gencral manufacturing activity, inventories and back- 
logs more directly reflect defense business in 1952 
than they did in the last half of 1951. (Rates of change 
in nondefense business have recently been small com- 
pared to the precipitate changes of last year.) The 
figures, at the least, point to the fact that production 
activity (and employment) on defense work is well 
ahead of the current rate of deliveries, which, in turn, 
is no longer far below the expected peak of deliveries. 
The last stages of the advance in defense spending will 
be met not by further increases in production, but by 
an end of increases in processed inventorics—that is, 
by arise in the relationship of deliveries to production. 
For much of defense production—though not for the 
large items—that stage may already have been 
reached. 

If the remaining rate of advance in defense produc- 
tion is no longer violent, the remaining impetus to in- 
come in the defense expansion program is now negli- 
gible, and possibly negative. As with defense indius- 
tries, activity in the capital goods industries leads 


tAssuming no upward revision in present, schedules, now being 
argued in Washington, Proposed upward revisions involve prismnrily 
aircraft, however, where long lead times would delay any tinportunt 
effect. 
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Backlogs of Manufacturers—No Longer Rising 
for Most Industries 
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deliveries, and deliveries are already at their peak. 

Finally, the revitalized construction boom of 1952 
is already well on its way. Taking account of seasonal 
factors, total construction expenditures have already 
regained the ground lost in the latter half of 1951, and 
then some. Joint Department of Commerce-BLS 
estimates of total construction activity imply a con- 
tinuance of approximately the current rate. The influ- 
ence of that volume of construction on demand for 
other goods (as well as its influence on the construc- 
tion market itself) is still an imponderable and an im- 
portant one. 

But building activity itself in the last six months of 
the year is generally expected to maintain its current 
rate rather than exceed it. If so, construction will be 
supplying a high but relatively stable level of in- 
come. 

In aggregate, the investment activities of govern- 
ment, business and individuals in defense goods, plant 
and equipment, and construction are already generat- 


ing close to their peak level of income. If, after the 
steel strike is over, total income is to resume an up- 
ward trend, at all resembling the 1951 trend, it will 
have to be largely because of renewed vigor in the 
vast range of industries serving the consumer. 


THE WAY OF A FREE ECONOMY 


Conversely, consumers’ demands for the output of 
these industries, now that the saving gap is narrowed, 
are likely to reflect, in the main, their income. This 
interdependence is the normal state of a free economy. 
It is a little surprising to find it smack in the middle 
of a mobilization, but this has been a surprising mo- 
bilization. 

And if mobilization is defined as the rise, and not 
the plateau, perhaps we are no longer smack in the 
middle. 

AusertT’ T. SOMMERS 
Business Analyst 
Division of Business Economics 


The 1952 Construction Boom 
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The peak of awards in May, 1951, reflects awards for three atomic energy installations valued at $980 million. 
Sources: Department of Commerce; F. W. Dodge Corporation; Bureau of Labor Statistics 
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SELECTED BUSINESS INDICATORS 
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Percentage Change 
Latest Month | Latest Month 


Item Unit M 
arch over 
Month Ago Year Ago 

Production and Business Activity— 

Industrial production, total (S)..... anetereiconnes 1985-89 = 100 214 |r 216 220 -0.9 ~3.6 
Dirable OGdS (Se eentis. weak na css ae 1935-39 = 100 275 |r 276 |r 2838 -0.4 -0.4 
Neaitarauls Roods (S)*, 5202 ee se. 1935-39 = 100 182 |r 184 188 11 ~8.1 
Minerals)(S) ask chsrssiciees cs Leas. a: 1935-89 = 100 161 |r 164 |r 1638 1.8 -2.4 

Consumer durables (S)...........c.cceeees 1947-49 = 100 na, 106 107 0.9 -23..2 

Machine Looser ca cee ces ces cose os 1945-47 = 100 $22.3 307.9 209.5 +4.7 +84.1 

Construction contracts awarded, residential .|| million dollars 7184 682 593 $15.0 +18.6 

Construction contracts awarded, other...... million dollars 810 916 729 11,6 57.6 

Retail ealessS)ocres sis nyisys & ccsis:s at ates wneak million dollars 13,010 |r 12,701 |r 12,899 +2.4 +4.8 

Retail inventories (S)*... 0.0... eee eee million dollars na, 18,133 |r 17,887 1.4 —10.9 

Department store sales (S)................ 19 7-49 = 100 107 |r 103 105 +3.9 +29 

Department store inventories (S)".......... 1947-49 = 100 nia, W6/r 115 0.9 21509 

Manufacturing sales (S).............0.000% million dollars na, 23,242 |r 21,914 +6,1 +3.4 

Manufacturing inventories (S)*............ million dollars na, 42,572 42,332 +0.6 +15.3 

Manufacturing new orders................ million dollars Date 22,730 23,133 Eley 4.9 

Manufacturing unfilled orders?............. million dollars nia, 64,431 64,373 +0.1 +121 

GarloadingaM totals fre cee. ceed ese eaten: thousand cars 135 731 718 $0.6 8.1 

Carloadings, miscollaneous*,............... thousand cars $60 369 875 -2,4 79 

-rices, Wages, Employment — 

pierce haber Hou SE ten. Oe PTO AANA Aug. 1939 = 100 QW. 5 W053 803.9 +0.4 19.8 
Wholesale commodity prices, all........... 1947-49 = 100 W166 }r 110.8 112.8 0.2 8.7 

ALUN a poner rotoce ore oir 8 oso Nog ay eEe cars ons 1947-49 = 100 108.1 108.7 108.2 0.6 6.6 
Nnicltistrinteetee cee as tc carey tie cs 1947-49 = 100 WS.0}r 118.38 113.8 0.3 3.3 

Consumers’ price index. .......... 000 eeeee 1935-39 = 100 189.0 188.7 188.0 £02 ort) 

Farm parity price ratio.......... ee esse eee 1910-14 = 100 101 100 100 LO 0.5 

Neareyrieultural employment...........60. thousands 54,216 58,720 53,708 10.9 0.9 

Unerigloy mont ances sored. 6 2 0)s e's» aexpiiens ore thousands 1,602 1.012 1,804 : 0.6 0.4 

Factory employment. ........666 06. ee. thousands 12550 |r 7Ie |r 1807 12,903 1.2 3.8 

Avorage wookly hours workod, manufacturing} number 40.0 1r 89,8 40,6 40,7 +05 1.7 

Avorago hourly earnings, manufacturing. . . .|| dollars 1058 |r 1,054 1, 655 1, 586 10,@ bod 

Porsonal income (S)®...... 0c eee es billion dollars Natt, V5. MO} r WR. LAH, 10.3 14.0 

° : d Governmont— 

Chante dablte outside New York City®...... million dollars 71,408 72,007 75,080 TANT 1.0 t1.0 
TS CASt NON MAIS careers foc. 6 os ote sages tne sate million dollars 20, 0-40 20,988 V1,805 19,152 1.6 E78 
Consumer instalment. credit outstanding?. . .j| million dollars nod, 18802 |r 13,155 12, 90-4 $1 Sot 
Privately held money supply’. ...........-. billion dollars na, 183.8 182.0 17%. Sal bO.5 16.1 
Fedoral fear POCCUDUS Sree os tasresdoys ois ceeanns million dollars $800 4,828 ),8NG 8.140 9 ret 
Foderal budget oxpenditures,..............{) million dollars 5,050 GLOLG 5,704 AAT 5.0 {was 
Dofonse oxponditures.... ce... AR hates million dollars 4,237 4,227 8.004 2.740 10.8 134.0 
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What is productivity? 


What were the trends before the war? 


how is it measured? 


in recent years? 


What happened to productivity in my industry? 


Is increased productivity solely the result of greater effort on the part of workers? 
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are repeatedly being asked Tur CoNFERENCE 

Boarp. And it is likely that increasing numbers 
of people will be sceking information and statistics 
about productivity in the months ahead.' For it is 
becoming a key part of union bargaining; already 
about one and a quarter million workers are covered 
by the “annual improvement factor.” 


Pes QUESTIONS above are among those that 


The vague understanding of productivity among 
the general public—and even among productivity- 
index users—is evident in the frequent misuse of the 
word “production” as a substitute for “productivity.” 
The terms are not synonymous: Production is only one 
of the ingredients of productivity. 

But then the nature, proper use and limitations of 
productivity data have long been controversial issues 
even among technicians. Vigorous professional debate 
is now under way about the newest method of pro- 
ductivity measurement—the deflated value approach.? 


WHAT IS PRODUCTIVITY 


Knowledge about both past and current produc- 
tivity trends is limited—and most of it is open to 
serious question. But answers to questions such as 
those listed in the box are possible, at least for the 
types of productivity measures usually constructed. 
There is no one statistic or method of computation, 
however, that provides a completely satisfactory 
measure that can be uscful in all situations. 

Productivity is a general term. In brief, produc- 


IThis article is intended to provide background data for companies 
experimenting with measuring their own productivity. Plans are 
being made to publish another article in the near future devoted to 
company productivity. Companies that have computed such statis- 
tics are invited to send them along to us. 


So far, this approach has been used primarily to compute trends 
in national productivity, where there is no common physical unit of 
measurement to combine the production of all the various industries. 
In this method, the money value of production (usually gross national 
product) is adjusted for changes in prices. The results—the value 
of output in constant dollars—are used to represent production in 
physical units. In turn, these figures, when related to man-hours, 
yield output per man-hour. The present controversy among techni- 
cians centers about what these figures actually measure. 


tivity is almost any comparison of output with input. 
Any factor of production—raw materials, power, 
capital equipment, labor—may be studied for its pro- 
ductivity.. Output may be defined in various ways. It 
may be physical output or money value output. And 
either of them may be stated in gross or net terms. 
Input may be measured by one or another resource 
used in production—or by several of them in com- 
bination. 

Thus a variety of productivity measures is possible: 
output per unit of capital, per unit of power con- 
sumed, per unit of raw materials used, and so on. 

Statistical measurement has almost always centered 
on the relationship between output and labor. And 
the resulting ratio is either output per worker or out- 
put per man-hour, whichever is considered the correct 
measure of labor. One reason for using labor as the 
yardstick is that it may be considered as a more or less 
homogeneous unit which is common to all industries. 
From the practical side, it has been used primarily 
because it is the casiest to state in quantitative terms. 
“Productivity,” when used without qualification, in- 
variably refers to physical output per unit of labor. 


FACTORS AFFECTING PRODUCTIVITY 


Although output per worker or per man-hour has 
labor time as the only clement of input, it is not solely 
a measure of workers’ effort. For there are a great 
number of factors which cause a change in produc- 
tivity. In fact} anything which affects cither produe- 
tion or the number of workers, or man-hours worked, 
affects the output/labor-input ratio. If production 
Increases more rapidly, or decreases less rapidly, than 
man-hours, productivity increases. If the reverse 
oceurs, productivity declines. If both production and 
man-hours inerease or decrease at the same rate, the 
productivity ratio remains constant. 

The introduction of new machinery is one of the 
major factors affecting the amount of production re- 
sulting from cach man-hour worked. Usually the new 
equipment is more efficient—so more is produced with 
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no increase in labor time. Greater utilization of exist- 
ing capacity can often transform a high potential pro- 
ductivity into actual gains in output per man-hour. 

On the other hand, excessive turnover and absentee- 
ism can hamper production; this, in turn, may result 
in reduced average output. An interruption in the 
flow of raw materials also slows output, thereby ad- 
versely affecting productivity. In addition, changing 
industrial methods, the availability of parts and com- 
ponents, the skill and training of both workers and 
management, the state of industrial relations—all these 
influence productivity. 

Several of these factors are usually exerting their 
influence at any one time, some tending to increase 
productivity; others to decrease it. It is impossible, 
particularly over a short period of time, to isolate 
and measure the effect of any one of them. But it is 
generally agreed that the gradual, steady increase in 
the nation’s output per man-hour during the past half 
century can be attributed primarily to more and better 
machines and processes. 


HOW IT IS MEASURED 


The majority of productivity studies thus far 
have compared the physical volume of production 
with man-hours. But productivity can also be meas- 
ured by the value of production, in constant dollars 
per unit of labor input. This method is primarily 
used to compute productivity for the country as a 
whole and is discussed later in this article. 

The ratio of physical output per man-hour is always 
expressed in terms of index numbers! rather than in 


1An index number is a magnitude expressed as a percentage of the 
corresponding magnitude in some “base”’ period. The base is usually 
designated as equal to 100. Using the deflated money-value approach, 
the productivity ratio can be expressed in dollars as well as in index 
numbers. 


National Output Per Man Hour Based on Gross 
National Product in Constant Dollars 


Annual % Change 
from Preceding 
Period 
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tons, yards, or other similar units of measurement. 
Only when there is a single homogeneous item pro- 
duced can output—or the derived ratio, output per 
man-hour—be stated in absolute terms; e.g., twenty 
yards produced per man-hour. 

Most times, however, several different products, 
rather than a single one, are produced by a company 
or an industry. In some cases, there is no common 
unit of measure which is meaningful to combine the 
different outputs. In the glass industry, for example, 
window and plate glass are counted in square feet 
but glass containers and glass tableware are counted 
in number. 

In other cases, the variation in output per unit 
of labor between the types of goods produced is so 
substantial that no particular significance can be 
attached to a combined total in physical units. This 
problem is encountered in the cotton textile industry, 
for example. The industry manufactures a variety of 
different types of cloths—and the man-hour require- 
ments per yard vary materially from type to type. 
However, by using the index-number technique with 
suitable weights,! it is possible to measure changes in 
the aggregate in a meaningful way. 

Productivity indexes—like all other indexes— indi- 
cate only the percentage change from one period of 
time to another. The index at any given point of 
time is without significance. It must be compared 
with some standard of reference, technically called 
the base period. In other words, a productivity index 
of 125 (1939=100) means that the amount of pro- 
duction in relation to labor time was 25% more than 
it was in 1939. 


NATIONAL PRODUCTIVITY 


Attention has been focused on productivity changes 
for the total economy ever since the 1948 GM-UAW 
(CIO) wage agreement. This contract introduced a 
new concept of granting wage increases based on the 
long-term improvement in output per man-hour for 
the country as a whole. Since then, a number of other 
companies have adopted the idea in their own con- 
tracts. Recently, even short-run changes in produc- 
tivity have been used as a basis to demand further 
wage hikes. 

But leaving aside any evaluation of the validity of 
tying wages to productivity, there are limitations and 
uncertainties surrounding productivity statistics. 

Measuring national output in relation to labor input 
is complex. There are two possible techniques of 
measurement, and neither is wholly satisfactory. One 
method is to calculate changes in physical output per 
man hour of labor input for manufacturing, mining, 
construction, and each of the other segments of the 
economy—and then average them together. However, 
there is no definable measure of physical output for 


1Weighting takes into consideration, in the computation, the rela- 
tive importance of each item. 
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all the segments. For example, when the number of 
steel ingots is measured, there is a specific unit which 
can be counted. But for banking service, for instance, 
there is no meaningful unit of measurement. So, while 
this method is theoretically possible, it is not practical. 

In the second method, output/labor-input ratios 
are derived by dividing the value of the nation’s out- 
put in constant dollars (that is, corrected for changes 
in prices) by man-hours of labor expended in creating 
the goods and services. In this sense, the value in 
constant dollars (usually deflated gross national prod- 
uct) is used to represent the production of the nation 
as a whole. By using this method, an attempt is made 
to: (1) get around the difficulty of measuring output 
where it is not readily definable; and (2) to combine 
the physical amounts produced in commodity-pro- 
ducing industries and the amount of services rendered 
in noncommodity-producing industries. But this de- 
flated product is not identical with the usual concept 
of physical volume.! 

The chief criticism of this method for purposes of 
measuring productivity trends is that it reflects 
changes in the pattern of production as well as in 
productivity. For example, shifts of workers from 
industries in which gross product per unit of labor 
is relatively low to industries in which it is higher 
will increase the national product/labor-input figure 
even if no increase in physical output per man-hour 
occurred in any industry.2, During periods of rela- 
tively stable economic conditions, national product 
per man-hour is not seriously affected by this limita- 
tion and is likely to approximate productivity move- 
ments. But during war and readjustment periods, 
such as the Forties, when the pattern of production 
changes radically, it is difficult to determine what part 
of an increase, or decrease, in national product per 
man-hour is attributable to changes in productivity, to 
shifts in production, or to other factors. 


TRENDS 


In addition, the accuracy of any measure obviously 
hinges on the accuracy of its various components. 
In this case, it depends on the production data (meas- 
ured in dollars), the price figures (with which to re- 
move the influence of changing prices from the meas- 
ure), and employment and hours statistics. These 
data are today inadequate for more than an informed 
estimate of economy-wide productivity changes that 


1The reasoning underlying the national product approach, which 
actually introduced an artificial common unit of measurement, is: 
gross national product by definition is the total market value of all 
finished goods and services produced by the economy. In other 
words, it is equal to the physical volume produced multiplied by 
its dollar value. Thus, when changes in prices between two periods 
are eliminated, the resulting deflated GNP measures changes in 
volume only. 


A detailed explanation of how a change in the product-mix affects 
Peay calculations was published in The Business Record, 


rch, 1950, pp. 114-115 under the title, “It’s Not Always Produc- 
tivity.” 


have taken place. And they are more reliable as 
indicators of a trend over a considerable span of years 
than when used to measure year-to-year changes.* 
Two series measuring national productivity from 
the early 1900’s to the present time are now avail- 
able. Both of them are based on deflated value per 
man-hour. Output/labor-input estimates covering 
the whole economy, including government activities, 
were prepared by the Council of Economic Advisers. 
Similar estimates for private industry (manufacturing 
and nonmanufacturing) alone were made by John W. 


1John C. Davis, “Productivity Trends and Some Economic Im- 
plications,” Industrial Productivity, Industrial Relations Research 
Association, December, 1951, p. 15. 
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Source: John W. Kendrick, “‘National Productivity and Its Long- 
Term Projection,” a paper before the Conference on Research in 
Income and Wealth, National Bureau of Economic Research, 
May, 1951. Figures for 1948-50 corrected to incorporate latest 


revisions in GNP estimates; 1951 data added by THE ConFERENCE 
Boanrp. 
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Kendrick of the Department of Commerce. Since 
there is no meaningful method of computing produc- 
tivity for a large part of government activity,! some 
consider this latter series—to be the best available for 
measuring national trends. 


TOTAL ECONOMY 


Real total output per hour of labor has quadrupled 
over the past sixty years, according to CEA figures. 
(See table.) The gain was actually greater when al- 
lowance is made for the improvements in quality that 
took place. (Such changes are not fully covered in 
the productivity measure.) The growth in national 
productivity based on these figures averaged about 
2%-244% a year, compounded. For the period 
before 1939, this rate of growth conforms closely with 

1Government services are considered a final product in gross 
national product estimates (the estimates are those prepared by the 
Department of Commerce). Obviously, then, the output per man- 
hour figures derived by using deflated GNP as the numerator are 
influenced by this component. But the government’s net contribu- 
tion to total production, after depreciation, is measured largely by 
the amount of compensation which it pays to its employees. Since 
there is no market value of most government services, it is impossible 
to get a meaningful income in constant dollars. If wage rates paid 


are used in place of market value, the resulting figures might just 
as well represent the number employed as the amount produced. 
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the general findings of earlier investigators. Dr. 
Solomon Fabricant, an authority on productivity 
trends, thinks it preferable, however, to place the 
prewar long-term rate of gain between 1.6% and 2.2% 
a year because of the approximate nature of the basic 
data underlying the calculations. 

These CEA estimates also suggest that during 1940- 
1950, national product per man-hour had risen con- 
tinuously at about the same rate as before the Forties. 
However, the meaning of the estimates during World 
War IJ—and even in the early postwar years—is 
questionable because of the lack of comparability of 
munitions with nonmunitions production, quality de- 
terioration and other disturbing influences. In addi- 
tion, as stated earlier, it is difficult when the product- 
mix changes radically to know what part of the in- 
crease in gross national product per man-hour is due 
to productivity gains and what part to other factors. 


PRIVATE SECTOR 


Since 1947, the trend has been upward—with sig- 
nificant gains each year. But the large increases in 


1Solomon Fabricant, “Of Productivity Statistics: An Admonition,” 
The Review of Economics and Statistics, November, 1949, p. 309, 
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Source: John W. Kendrick, op. cit. 


Output Per Man Hour in Selected Industries 


Index Numbers, 1989=100 


Per Cent Change Annual Rate of Change? 
Industry 1945 1946 1947 1948 1949 1950 Ris oe PS TEA 
1989-1950 | 1946-1950 | 1949-1950 | 1939-1950 | 1946-1950 
Manufacturing 
Based on secondary data: 
Beet sugar* 
Beet sugar produced’............ 79.6 82.3 93.1 91.8 | 104.5 | 115.0 15.0 Soni 10.0 1.3 8.7 
Sugar beets sliced?.............. 85.5 92.5 99.7 100.6 109.5 126.0 26.0 36.2 16.1 nL 8.0 
Bread and other bakery products..| 110.2 106.8 98.3 n.d. n.a n.a n.a. n.a. n.d. n.d. n.d. 
Cane sugar refining............... 85.2 82.3 86.4 n.a. n.a n.a n.a. n.d. n.d. n.a. n.d. 
Canning and preserving........... 113.9 117.8 111.1 116.4 127.6 181.6 31.6 1137 3.1 2.5 2.8 
Geimen atin a tareoeeectscascunn 90.1 | 108.7 | 111.5 | 117.8 | 120.4 | 130.7 80.7 20.2 8.6 2.5 4.7 
Clay construction products........ 88.0 105.4 106.1 114.9 117.38 123.7 23.7 17.4 5.5 2.0 4.1 
Coke industries................-- 100.5 97.0 106.7 102.9 98.5 101.5 1.5 4.6 3.0 O71 1.1 
By-product coke ovens.......... 100.2 96.5 106.3 102.6 98.4 100.8 0.8 4.5 2.4 0.1 5 Wee 
Beehive coke ovens............. 108.7 116.4 | 121.5 111.7 | 100.0 | 122.0 22.0 4.8 22.0 1.8 ee 
Condensed and evaporated milk...| 94.9 97.3 96.9 99.7 97.2 99.9 0.1 2.7 2.8 a 0.7 
Confectionery... 000 Gs. cence 112.2 112.6 111.8 114.8 116.4 120.86 20.8 i fers) 3.8 i bees 1.8 
Fertilizer etn oot. (eae ot aes 96.0 | 109.7 112.5 n.d. n.a n.a n.d. n.d. n.d. n.d. n.a. 
Flour and other grain-mill products; 90.4 87.5 91.38 90.2 83.0 85.9 | -14.1 -1.8 8.5 -1.4 0.5 
Footwear, excl. rubber........... 111.8 116.3 106.6 n.a n.a na n.d. n.d. n.d. n.d. n.a. 
Glassiproductstereeeeeree eee. on 97.6 98.1 102.3 n.a n.a n.a n.d. n.d. n.d. n.d. n.a. 
Glass containers................ 118.4 120.9 129.6 125.8 127.5 133.9 33.9 10.8 5.0 2.7 2.6 
Hosiery ttc nat cine es sendin « eaeks 181.4 124.7 114.9 118.3 e723 138.1 38.1 1037 8.5 3.0 2.6 
Full-fashionedi........0.06008 0+ 143.8 131.7 123.4 133.6 145.4 162.8 62.8 23.6 12.0 4.5 5.4 
Seamlessicveeye «.sieetamcnaenn oie ook 117.4 115.9 104.9 102.1 108.5 114.0 14.0 -1.6 6:1 152 -0.4 
Jee Creamitce soe aes eves pee eee 187.6 165.3 137.7 188.6 188.4 148.4 43.4 4.1¢e 3.6 3.3 ese 
Leather eee: dco nr es 116.3 116.6 120.1 n.d. n.a n.a n.a n.d. n.d. n.d. n.d. 
Maltliquorsincsesrc as ciete-user meer 118.0 120.4 117.0 115.8 125.3 126.9 26.9 5.4 13 222 1s 
Paper and pulp.................. 87.6 89.8 91.6 94.6 99.1 109.7 9.7 22-2 10.7 0.8 §.1 
Primary smelting, refining, copper, 
lendiandtzincenn css soeies oerae 9.5 86.5 94.2 92.9 96.1 105.7 DET 22.2 10.0 0.5 5.1 
Rayon and other synthetic fibers...| 170.2 | 184.7 | 206.9 | 235.5 | 239.9 | 286.1 | 186.1 54.9 19.3 10.0 11.6 
Tobacco products................ 115.7 114.4 115.8 123.3 181.2 187.1 $7.1 19.8 4.5 2.9 4.6 
Ciparsictey ctr cor en centre bs 65 118.0 112.5 109.3 115.6 125.0 182.2 32.2 17.5 5.8 2.6 4.1 
Cigarettes, chewing and smoking) 
tobacco, snuff...........55....- 112.7 117.2 125.5 135.4 140.5 144.1 44.1 23.0 2.6 $.4 5.3 
Based on direct reports: 
Cane sugar refining............... 92.7 89.0 99.3 94.1 97.9 | 105.3 5.3 18.3 7.6 0.5 4.3 
Construction machinery... . ba er 92.9 92.0 95.1 95.8 95.9 98.1 -1.9 6.6 2s 0.2 1.6 
Electrical equipment, supplies... .. 107.8 114.7 120.8 n.a. n.a n.a n.d. n.d. n.a. n.d. n.d. 
Rertilizenscote ccc ore 96.8 108.2 114.5 122.2 127.6 n.a 27.6d 17.9d n.d. 2.5d 5.7d 
Footwear...... Sos Steet e eee ee 109.6 110.6 104.3 103.2 102.7 105.7 5.7 —4.4 2.9 0.5 =i 
General industrial equipment...... 103.4 106.7 112.9 115.3 120.0 123.4 23.4 15.7 2.8 1.9 3.7 
Household electrical appliances... . n.d. 88.6 96.7 103.4 105.5 n.a 5.5d 19.1d n.d. 0.5d 6.0d 
Weatherenenecnsteecrvec pein scocrainre 104.1 101.0 103.1 102.2 101.3 107.8 7.8 6.7 6.4 0.7 1.6 
Puggage® seine eee ee os vee ean 100.0 | 100.7 95.6 93.2 n.a n.a n.d. n.d. n.d. n.d. n.d. 
Machine tools.......... anes ox 97.3 92.8 90.4 89.6 92.7 95.3 4.7 Bei 2.8 —-0.4 auf 
Men’s dress and sport shirts....... 113.8 | 116.8 | 118.5 | 114.9f | 114.5 n.a 14.5d | -2.0d n.d. 1.4d =sid 
Men’s work clothing’ .............; 100.0 | 107.0 98.8 | 101.0 | 106.5 n.a. n.a. -0.5d n.d. n.d. —.2 
Meta] forming machinery......... 94.8 97.8 | 102.38 106.1 104.6 n.d. 4.6d 7.0d n.d. 0.5d 2.3d 
Mining MACHINERY ee eo ee 97.6 | 100.6 | 101.6 | 101.4 | 101.5 | 105.9 5.9 5.3 4.3 0.5 iss 
Railroad freight CAIs err eee 104.7 | 109.2 | 112.5 | 110.6 n.a n.d. n.d. n.a. n.d. n.d. n.a. 
Soap; glyceritie: 2.4. 2.6.07 2+ hie: n.a, n.a n.d. 98.7 95.8 n.d. —4.2d n.a. n.a —0.5d n.a. 
Home radio sets................. n.d. 76.3 86.4 85.3 82.8 na. | -17.2d 8.5d n.a -1.9d 2.8d 
Mining‘. toe eee Ge eros 106.1 107.2 111.1 110.9 108.6 117.4 17.4 9.5 8.1 1.5 2.3 
Anthracite eS oR PAE Saree Aton I 89.2 93.5 90.5 90.5 90.6 86.3 -13.7 7.7 4.7 =1°3 —2.0 
uningns COa ree ee eee 105.7 109.7 112.1 111.7 109.9 123.3 23.3 12.4 12.2 1.9 3.0 
lopper 
Recoverable metal een een sen 114.1 99.4 110.8 | 106.2 104.4 116.5 16.5 17.2 11.6 1.4 4.0 
wor fined MRM uat Ay. once 151.0 | 184.8 | 151.2 | 142.2 | 140.3 | 160.8 | 60.8 | 19.7 | 14.6 4.4 4.6 
ron 
Crude ore mined............... 120.7 113.38 117.8 119.5 1138.8 125.4 95.4 10 10.2 
Usable ore produced............ 110.5 | 104.9 | 106.0 | 105.5 | 101.9 | 108.8 8.8 HE 6.8 oe in 
Lead and aa ; ; : ; 
Recoverable metal.............. 78.7 70.5 76.5 82.3 85.38 94.7 -5.3 34.3 11.0 
Ore mined ok 8S 2a eg 112.8 | 104.7 | 87.2 | 77.0 | 86.1 na. | -13.9d | -17.8d | na. a ed 88d 
Public utilities 
E ectric light; power... 4-4-4... 44... 182.5 160.7 | 167.0 | 171.0 n.a. n.a. n.a n.a 
Railroads’...-........--.-..++--| 199.5 {"129.1 | 185.0 | 198.2" [481.6 | 14919, | 49.90 164 10140 loa ee imee 
Telephones incl. aiasiweot A Ome 98.8 | 94.8 | 94.0 | 98.3 | 99.1 | 104.5 4.5 | 10.2 5.4 0.4 2.5 
Telegraph Very Geissinn Lak 116.4 | 109.6 | 121.0 | 117.0 | 122.0 | 134.8 | 34.8 | 93.0 | 105 | @8 | 53 
Agriculture’.................... 120.1 | 120.2 | 115.9 | 180.1. | 188.9 ‘181.0 | 31.0 9.0 | -2.2 2.5 2.2 
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1950 and 1951 are again suspect as indicators of pro- 
ductivity change, for K-day started another shift to 
something like a wartime economy in the United 
States. 

Real private output per man-hour increased 2.1% 
over the long term according to Mr. Kendrick.) This 
2% rate was calculated on the record from 1909 to 
1941. Mr. Kendrick states that “. . . the long-term 
trend would be distorted to some extent by inclusion 
of the years 1942-1949.”’2 

In this average are hidden very irregular year-to- 
year changes. In fourteen of the thirty-two years be- 
tween 1909 and 1941, private productivity changed 
less than the 2% long-term average. (It decreased in 
seven years, remained unchanged in two years, and 
increased up to 2% in five years.) In eleven years, the 
gain ranged from 2% to 5% a year. In the remaining 
seven years, the annual rise was in excess of 5%. 

After World War II, private output resulting from 
each hour worked was below the prewar long-term 
trend. Despite heavy expenditures for new plant and 
equipment during each postwar year, it was not until 
1950 that productivity in the private economy re- 
turned to where it was expected to be if there had 
been no interruption in the historic rate of growth. 
Since the war’s end, the rise has averaged about 1% 
per annum. 


MANUFACTURING PRODUCTIVITY 


Before World War II, man-hour output in all manu- 
facturing combined rose at an annual rate of about 
3% a year. There are indications that the increase 


IMr. Kendrick is acting chief of the National Economics Division 
of the Office of Business Economics, Department of Commerce. 

2National Productivity and Its Long-Term Projection,” a paper 
before the Conference on Research in Income and Wealth, National 
Bureau of Economic Research, May, 1951, p. 21. 

3For manufacturing, mining and other industries producing physi- 
cally measurable goods, the productivity ratio refers to the conven- 
tional measure physical output per man-hour as distinct from the 
deflated value per man-hour used to measure national productivity. 


Note: Manufacturing industries are grouped in this table on the basis of the 
method used by the BLS to derive the output per man-hour series. Those listed as 
based on Sacondory sources are industry-wide measures computed from Census data 
and other readily available statistics. Those in the other group are calculated from 
company reports for specified products which are selected to represent the produc- 
tion of the given industry. though the two methods are the same conceptually, 
they do not yield exactly the same results. For example, the output per man-hour 
for cane sugar refining, fertilizer and leather has been derived by both methods for 
the early postwar years and they differ. 

10n a compounded rate basis. 

2Data refer to fiscal years March through February. 

3Data are on a 1945 base (1945 = 100). 

4Includes, in addition to industries shown, crude petroleum, natural gas and 
natural gasoline. 

’Revenue traffic (freight and passenger) per man-hour (for all hourly basis 
employees). 

6Message units per employee. 

7Output per worker. 

aA change of —.01. . : 

61951 data: output per man-hour index 123.4, an increase of 2.2% since 1950, 
making, since 1946, a gain of 9.6%, or 1.8% a year. oS 

cChange computed from 1947 to 1950 because productivity was at an unusually 
high level in 1946. 

dChange to 1949. 

fData for first quarter. 


Source: Bureau of Labor Statistics; computations by THe Con- 
FERENCE BoarD 
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was less than half that rate during the Forties. But 
there is little precise knowledge of what has happened 
in these last ten years. 


APPROXIMATIONS OBTAINED 


There are no official productivity figures for manu- 
facturing as a whole. Although the United States 
Bureau of Labor Statistics has prepared estimates for 
1939-1950 for a limited number of industries—mostly 
those producing nondurable goods—it has not at- 
tempted an estimate of the changes for all manufac- 
turing. The BLS does not consider its data for 
selected industries sufficiently representative to calcu- 
late productivity changes for manufacturing as a 
whole. (It does not have adequate current produc- 
tivity information for iron and steel, apparcl, stone, 
clay and glass, and other important industries.) 

Tue CoNnFERENCE Boarp and other investigators 
have periodically obtained rough approximations of 
the trend in all-manufacturing productivity by com- 
paring the Federal Reserve index of total factory pro- 
duction with man-hour data of the Bureau of Labor 
Statistics. Such calculations show that output per 
man-hour after the war (1946) was only about 214% 
above prewar. Productivity started to rise in 1947, 
and by 1949 the index was nearly 115 (1939=100) — 
an average gain of 1.4% a year since 1939. Man-hour 
output continued to increase in 1950 and 1951. But 
war production was again important in these latter 
years. And, as in World War II, there are many 
questions about the validity of a continuous measure 
of production—and productivity—from peacetime to 
wartime. 

The major criticism of this method is that much 
of the total index of manufacturing output is not 
based on records of physical count. Instead, it is an 
estimate of production based on adjusted man-hours. 
The latter is calculated from man-hour data with an 
adjustment for assumed changes in productivity. The 
trouble is that when the Federal Reserve output figures 
are divided by man-hour input (the step necessary to 
derive productivity) the result is back to the assumed 
changes in productivity. 


AT THE INDUSTRY LEVEL 


This problem is eliminated in computing the output- 
input ratio when use is made of only that part of the 
FR index of manufacturing production that is based 
on physical count as the numerator. Only man-hours 
of labor in the same industries, of course, are used as 
the denominator. These figures also show that produc- 
tivity increased only about 1.5% a year between 1939 
and 1950. 

An estimate of the over-all manufacturing trend 
was made by Dr. Fabricant in an interview published 
in Business Week for May 5, 1951. At that time he 


1About 50% of the manufacturing index is computed from man- 
hour figures. 
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expressed the opinion that “during the decade of the 
1940’s, the previous 3% rate of gain seems to have 
fallen very sharply, perhaps to no more than 1% per 
annum.” These bits of information—which are very 
incomplete—indicate that output per man-hour in 
manufacturing has not increased so rapidly as it did 
before World War II. 

Generalities about gains in productivity based on 
trends in the whole economy or in all manufacturing 
combined overlook the diverse industry experience of 
the past decade.1 Changes in output per man-hour 
since 1939 range from big gains to big losses. 


EFFECT OF WORLD WAR 


There was probably less uniformity in trends during 
the Forties than in the preceding peacetime years. 
Certain industries, such as shipbuilding, aircraft and 
munitions, experienced spectacular increases in pro- 
ductivity during the war. However, they were prac- 
tically closed down or reconverted to peacetime pro- 
duction at the end of the war, and had to start from 
scratch to build up their peacetime productivity. 

In contrast, World War II was a great deterrent to 
productivity advances in many strictly civilian-goods 
industries. Man-hour output in this group either 
changed little or declined during the war years be- 
cause of restrictions on production, shortages of ma- 
terial, equipment and manpower, and other operating 
difficulties. Here again, productivity had to be built 
up, as conditions became more favorable, to get back 
to prewar levels. In a third group of industries (e.g., 
railroads), wartime developments brought a great ex- 
pansion in volume and in productivity. The postwar 
change meant adjusting these high productivity ad- 
vantages to peacetime operations and services. 

Productivity changes in the postwar years and for 
the entire period 1939-1950 are shown by industry on 
page 256. An average gain of 3% or more a year since 
1939 occurred in five industries. The annual gain was 
between 2% and 3% in nine others, while eight indus- 
tries experienced gains of 1% to 2%. Output per man- 
hour increased less than 1% a year in eleven indus- 
tries and actually decreased in eight. 

While the nation is productivity conscious, most of 
the emphasis has been on sharing the gains resulting 
from increased output per man-hour. This problem is 
an important one, but it is equally important to know 
how much is available for distribution and in which 
industries. Much further work is needed to develop 
more and better productivity statistics. In the mean- 
time, a clearer understanding of existing measures is 
helpful. 

GerrTRUDE DrutTscH 
Division of Business Economics 

'Productivity experience also varies from company to company. 

More attention is being directed to measuring output per man-hour 


at this level—the productivity conference held last May was devoted 
to it. 


LITTLE CHANGE IN 


rose .3% over the month to reach 178.9 for May. 

(January, 1939=100.) This is a 3.1% rise over 
a year ago and just .1% under the all-time high of 
179.0 in January, 1952. The food index registered the 
top increase of .9%. Rent, the only other component 
moving upward, rose .1%. The sundries index, which 
has shown an upward trend since February, remained 
stationary. 

The other component indexes declined over the 
month. The housefurnishings index was off .7%, mak- 
ing a total decrease of 3.5% since last May. The cloth- 
ing index fell .3%, with men’s clothing outsliding the 
women’s index .4% to 1%. 

The biggest food story for May was the potato 
shortage. Increases in potato prices were reported in 
seven of the ten cities. The exceptions were Birming- 
ham, New Orleans and Los Angeles. The Depart- 
ment of Agriculture has maintained that the shortage 
will be over by the end of June. It put the blame on a 
bad growing season in a year when a smaller acreage 
than normal had been planted. Others blamed the 
lack of sufficient marketing incentive because of the 
low ceiling prices. 

Whatever the reason, the lifting of the OPS potato 
controls has resulted in increased prices, although 
they were expected to flatten out by the end of June 
and move downward over the summer. 


Bie INDEX of consumers’ prices for ten cities 


Monthly Changes in Consumers’ Price Indexes 
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CONSUMER'S PRICES 


Sweet potatoes, carrots, cabbage, lettuce and apples 
were up in price over the month. Green beans, onions 
and bananas dropped. Onion prices have been affected 
by the forecast for a large 1952 crop, estimated at 
twice the 1950 short crop. 

The OPS has granted retailers increased markups 
on some canned fruit and vegetables, but good sup- 
plies on hand and in prospect are expected to render 
most of these rises academic. Small decreases in May 
were generally reported for canned corn, tomatoes, 
and peaches. Butter prices dropped, along with those 
for lard, shortening, and margarine. Wholesale butter 
prices in Chicago are near the price support level, 
and it is possible that the government may move in 
the event of any further downward movement. For 
the meat and fish group, increases were reported for 
pork and lamb, and decreases for beef, chicken and 
fish. 

Department stores are holding to the hope of a 
better second half for 1952. Despite the ending of 
controls on instalment buying, increases in sales will 
depend on a real reduction in prices to stimulate con- 
sumer demand. For the nation as a whole, income is 
going into savings at more than twice the 1949 rate; 
the actual dollar amount is almost three times as 
much as the 1949 figure. Reduced clothing prices 
should entice some consumer savings into circulation. 
Fall mail-order catalogs announce decreases at least 
as great as those on spring and summer items. Manu- 


Wage Changes in Eighteen Cities 
% change, hourly rates, 4/51 to 4/52 
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facturers’ prices for men’s apparel—shirts, socks 
and suits—will probably be lower than the prices of 
last fall. Price cuts announced by manufacturers of 
rugs and refrigerators in May can be expected to reach 
the retail level during the next few months. 

The accompanying chart compares the index based 
on ten large cities with the index for fifty-four cities 
in the United States, from June, 1951, to the present. 
The similarity between the movement of the two in- 
dexes can be seen. Although manufacturers’ price 
cuts point to lower prices for the next few months, the 
May index for fifty-four cities published later this 
month will in all probability show a small rise. 


SEPARATIONS UP 


Separations, which include quits, discharges and 
layoffs, exceeded accessions or hirings in manufactur- 
ing industries during April. Government statistics on 
turnover reveal that 23 people out of 1,000 employed 
quit their jobs in April. This was the highest rate 
since last October. Layoffs of 13 per 1,000 were up a 
little from March but below the rates prevailing at 
the beginning of the year. Discharges showed no 
change, so the increase in the over-all separation rate 
reflected more quits and layoffs. With accessions of 
38 per 1,000 in April, this rate was the lowest since last 
December. 

These figures fail to take into account recent lay- 
offs that have resulted from slackening sales of con- 
sumer goods, with the concomitant cuts in production 
schedules. Whether recent moves to liberalize credit 
will reverse this downward trend, which has been 
particularly noticeable in durable household articles, 
such as refrigerators, washing machines, etc., remains 
to be seen. Reports thus far show no spectacular pick- 
up, particularly in the New York metropolitan area 
where business is still comparatively slack, compared 
with recent years at least. 


WAGE RATES 


This marks the third year that THe CoNFERENCD 
Boarp has taken a spring reading on hourly wage 
rates for key jobs in a number of large cities. Approxi- 
mately 600 companies and 154,000 job holders are in- 
cluded in the current survey which covers seventeen 
jobs in eighteen cities. Previously unpublished data 
show that for those jobs already tabulated there have 
been increases since 1951 ranging from 1.3% for a 
warehouseman to 8.7% for a janitor (seven jobs are 
included in this preliminary report). The accompany- 
ing chart shows what has happened. 

The two jobs most heavily reported are laborer 
and machine operator. The respective increases for 
these jobs, based on straight-time hourly rates, are 
plus 6.5% and 7.1%. The rise in the consumers’ price 
index for this period was plus 3.0%, suggesting that 
the hourly wage earner is at least keeping up with 
rising living costs. ——— 
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Unemployment declined steadily since February. 
The estimated 1.6 million unemployed in May was 
slightly below the number in the previous month and 
well below the figure reported for February. Average 
unemployment for the first five months of this year 
was lower than the average for the similar period last 
year and in most cases far below the monthly average 
for the corresponding period for any postwar year. 

The Bureau of the Census estimated that the aver- 
age number of job seekers in the first five months was 
approximately 250,000 below the corresponding period 
last year and less than half the number in 1950. The 
withdrawal of a large number of young men to the 
armed forces was one factor. Probably because of 
this circumstance, the number of unemployed women, 
although less than in 1951, was relatively greater than 
that of men. 


WHERE EMPLOYMENT ROSE 


The number of agricultural workers increased in 
May to 7.0 million from 6.4 million a month earlier. 
Some hesitancy in taking farm jobs is evident, how- 
ever, when the number employed for May is compared 
with the 7.4 million in the same month a year ago. 

According to the Bureau of Labor Statistics, workers 
in nonfarm industries increased by 2.0 million since 
June, 1950. Increased expenditures for defense mate- 
rials in good part offset any decline in consumer pro- 
duction. Employment in the textile and apparel in- 
dustry declined, but employment in the contract con- 
struction field increased sharply in April. (Latest 
month available.) 

Government employment also increased in April, 
reaching a grand total of more than 6.5 million 


workers—about 259,000 greater than over the same 
period a year ago. 


SHORTER WORK WEEK 


The average time put in by production workers de- 
clined again in April for the fourth consecutive month. 
The preliminary average for April was a 40-hour week 
compared with 40.6 hours the month before and 41 
hours a year ago. The decline in the work weck for 
nondurable goods manufacturers was more marked. 
Manufacturers in this field reported a 38.5-hour week 
in April compared with a 39.7-hour week a year ago. 


PAYROLLS FATTER 


Labor costs continued their upward trend last year, 
reaching the highest level of any of the years surveyed. 
Payrolls increased 332% since 1939, while employment 
of production and related workers in manufacturing 
industries was up only 59%. The aggregate payroll 
figure is based on gross average weekly earnings multi- 
plied by the number of production workers. 

Except for a recession in 1949, payrolls began to 
climb as far back as 1947. Starting in 1950, the in- 
crease became more marked and rapidly outdistanced 
increases in employment. The index for payrolls 
(1939=100) rose from 271.6 in 1946 to 432.1 in 1951. 
The index for employment in 1951, while highest 
since 1945, was still below the peak levels established 
in wartime years. 

During the early part of this year, payrolls declined 
slightly, but there was also a noticeable decline re- 
ported in the over-all employment of production and 
related workers. 


Consumers’ Price Index for Ten United States Cities, and Purchasing Value of Dollar 
Index Numbers, January, 1989 =100 


Clothing 


Weighted House- urchasi 

Date j ee of Housing! fu rook Sundries ieee 

All Items ings the Dollar 

19ST eMay sean tens 6 115.9 : < 4 2 ath 171.7 166.0 57.6 
JUNEs eee ee 5 0 152.1 168.3 138.5 130.8 103.7 172.2 165.7 57.6 
Julyveen tics tet. te 6 4 152.0 168.2 188.38 131.1 103.7 172.4 165.8 bY fa} 
NUPUSt Hen eicia Sek: 8 8 152.0 169.0 137.6 131.6 103.7 171.3 166.6 ohae 
September.......... 6 4 153.5 170.2 139.4 132.1 103.7 170.2 166.4 57.0 
October............. .0 8 153.6 170.8 139.2 132.5 103.7 169.2 166.3 56.8 
November.......... a a!) 152.7 169.3 138.7 182.7 103.7 169.7 167.9 56.1 
December........... 8 3 162.1 168.9 138.0 133:.0 103.7 169.9 170.3 55 9 
Annual average...... a) 9 2 | 168.3 | 138.7 | 181.7 103.7 | 170.8} 166.3 57.3 

1952 January............ 161.2 167.3 137.5 183.1 108.7 168.6 170.1 55.9 
ebruaryasre eerie 150.1 166.3 136.5 183.0 103.7 168.3 169.0 56.7 
March. ‘ 149.8 166.0r| 136.1 133.2 104.3 167.0 170.1 56.6 
Aprileas: «seers 149.7 165.8r) 136.1 133 .3r 104.9r} 166.9 172.1 56.1 
May Salve tetas 149.3 165.2 135.9 130.6 104.8 165.7 172.1 55.9 

Percentage Changes 
April, 1952 to May, 1952..| +0.3 +0.9 +0.1 4.3 0.4 0.1 -2.0 0 0.1 URW i 
5 . j : : ‘ 0 : 0 Os 
May, 1951 to May, 1952..| +3.1 +4.0 +4.9 —2.0 -1.5 250 +0.3 +0.1 +1.1 3.5 +3.7 | 3hg 


1 Rents surveyed quarterly in individual cities 
2 Includes electricity and gas 
a Based on food prices for June 14, 1951 


6 Based on food prices for July 16, 1951 
¢ Based on food prices for Sept. 17, 1951 
d Based on food prices for Nov. 14, 1951 
¢ Based on food prices for Dec. 12, 1951 


f Based on food prices for Feb. 18, 1952 

g Based on food prices for March 12, 1952 
h Based on food prices for May 14, 1952 
r Revised 
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FINANCIAL NOTES AND FOOTNOTES 


Here are the financial features of the month: 


e A tax squeeze which, in accord with the forecasts 
of a number of specialists, developed a good deal more 
horsepower than in March. 

e A Treasury offering of $3.5 billion in six-year 235 
which brought nearly $4!/4 billion mostly from nonbank 
subscribers—a result, however, which left the commercial 
banks rather hungry for the issue and the woods full of 
nonbank ''free riders'' with nowhere to turn but to the 
banks. 

The free riders had until July 1 to “get out from 
under;” and at the time of the announcement of the 
allotments (June 20) it appeared that they would 
for the most part succeed in escaping with a few 
points of profit. But it was obvious that much would 
depend upon the Federal Reserve since the banks had 
little reserve leeway. 

In the three weeks or so prior to completion of the 
Treasury flotation, the Reserve banks added nearly 
$725 million to their holdings of governments. It was, 
however, difficult to interpret the changes, in all of 
their ramifications, because: 


e The commercial banks were apparently called 
upon to lend substantial sums to corporate taxpayers 
to carry them over their June 15 tax payments. 


e The Treasury probably needed help in refunding 
a large issue of certificates maturing on July 1. 


e If the commercial banks were to bail out the free 
riders in the 23%s offering—to say nothing of taking 
up any other of these bonds which are expected to 
come into the market sooner or later—they had to be 
provided with additional reserves. The Reserve system 
may have been anticipating this need. 


Another feature of the money market during the past 
few weeks was: 


e The failure of the Treasury’s offering of 234s, by 
means of which it sought to raise substantial amounts 
of the new money required by current and prospec- 
tive deficits, and at the same time to take significant 
blocks of long-term bank restricted issues off the mar- 
ket. Neither objective was reached. 

If, however, the observer takes the trouble to look 
carefully beneath the surface, he will soon discover 
certain conditions of greater real interest than these 
more obvious developments. 

One of the first of these is the absorptive power of the 
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capital market as indicated in the way it has stood up 


under the really vast offerings of corporate and municipal 


issues Over a good many weeks. 
The other is the almost magic spell which tax exemption 
and yield now cast over investors. 


Such facts as these are as familiar to the Treasury 
as to anybody else, and they increase the puzzlement 
in Wall Street as to why the Federal Government 
ever tried the 234% nonmarketable experiment. It 
is widely held that the Treasury could easily have 
sold a marketable issue without paying unduly heavy 
interest charges or greatly hurting the market posi- 
tion of outstanding issues. 

There is apparently a somewhat greater division of 
opinion as to whether, having tried the abortive 234% 
issue and failed, the Treasury could now “afford” to 
“risk” a long-term marketable issue. The question at 
once arises as to why private and municipal borrowers 
and the vendors of revenue bonds can manage to get 
what funds they want on long term if the United 
States Treasury is unable to do so. 

But the Treasury has chosen six-year 234s, and in- 
terest centers, for the time being at least, upon the 
economic consequences of this choice. The issue is 
“bank eligible” in the sense that commercial banks 
may buy it freely except for limitations on original 
subscriptions direct from the Treasury. Bank pur- 
chases from the Treasury could be paid for with 
credits to the tax and loan accounts’ The belief ap- 
pears fairly general that much, if not virtually all, of the 
issue will ultimately go into bank portfolios. 

Some specialists figure that it will be necessary for the 
Reserve banks ultimately to take from $500 million to 
$750 million additional governments to supply the reserve 
necessary to enable commercial banks to take up what 
other investors do not want of this 234% issue. 


But, of course, Reserve purchases of governments 
may and probably will be in substantial amounts, per- 
haps preponderately, issues other than the 23s. A 
good many persons believe that commercial banks 
will, in effect, largely replace their holdings (which 
apparently come to something less than $2 billion) 
of the 17% certificates maturing July 1 with the 
232% bonds. 

One net result of all this will be an increase in the 


money supply of several billion, unless offset by other 


MONO amet Pee EO aS ee ee ee ee ee 
factors such as a decline in loans, an outflow of gold, or 
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liquidation by the banks of other assets—all of which at 
this time appear unlikely. 

This bank-assisted Treasury operation contrasts 
strongly with what appears to be the placement of 
a very large volume of corporate and municipal issues 
with nonbank investors. During May, municipal of- 
ferings, according to The Bond Buyer, totaled $624.3 
million, a remarkable volume following offerings foot- 
ing up to $628.7 million in April. The volume of new 
issues coming into the market in June declined some- 
what, but was substantial. 

Corporate offerings in May ran into a very sizable 
volume, although precise figures are not yet available. 
The preceding month was also an exceptionally active 
one in the new corporate issue market—new money 
issues, according to the Commercial and Financial 
Chronicle, totaling $728 million. 

There has been a moderate increase in bank loans 
to brokers for purchasing and carrying securities, and 
it is generally understood that banks have taken up 
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some of the recent offerings, particularly municipals, 
though there has been no marked increase in bank 
portfolios. Insurance companies, savings banks and 
pension funds have been heavy buyers. 

The difference between the results in these cases and 
those attending the Treasury offerings appears to stem 
chiefly from two causes. The first is the tax-exempt status 
of municipals and the more liberal yields offered by both 
municipals and corporates. 

These large borrowing operations of state and local 
governmental units and corporations seem, however, 
to have served the Treasury, at least temporarily, in 
a somewhat unusual way. In a number of cases, funds 
obtained by the sellers of these obligations will not be 
utilized for the purposes for which they were sought 
for some months, sometimes for even longer periods 
of time. Meanwhile short-term Treasury paper, par- 
ticularly bills and other issues approaching maturity, 
supply a convenient means of making use of funds 


otherwise idle—F. W. J. 


FORECASTS 


Finance 


Wesley Lindow, vice-president and economist, Irving Trust 
Co. (in an address to the conference of the National Asso- 
ciation of Mutual Savings Banks, May 15) —“Treasury bor- 
rowing in the remainder of 1952 will aggregate about $12 
billion. This will cover a cash consolidated deficit of about 
$9 billion and public debt maturities and attrition of about 
$3 billion. . . The nonbank financing is not likely to 
cover much more than half of these needs. . . Deficit 
financing may have varying effects on the interest-rate 
structure, depending on timing and choice of securities. It 
appears that long-term issues will not be pushed excessively, 
which points to relatively stable long-term interest rates, at 
least so far as they are likely to be influenced by deficit 
financing operations of the Treasury. This means heavy 
reliance on the short end of the market and suggests con- 
tinued firmness in short-term interest rates.” 

George T. Conklin Jr., vice-president, Guardian Life In- 
surance Company of America (in an address to National 
Association of Mutual Savings Banks, May 15)—“Let us 
turn to the longer-term outlook for the mortgage supply. 
Basically this supply is dependent upon the housing out- 
look, and, no matter how you look at it, the demand situ- 
ation in housing has weakened considerably in the last two 
years. . . . By the end of the year the backlog for housing 
will have disappeared, and housing will again be dependent 
primarily upon current economic factors, and as such much 
more vulnerable. . . . A cyclical decline in residential hous- 
ing appears likely extending into 1955, and with it a period 
of less activity in the transfer of homes. The mortgage 
supply outlook over the next several years, therefore, 


appears to be one of considerable decline from recent high 
levels. With monthly amortization and payoffs applying to 
a record high outstanding mortgage debt, and with new 
housing starts reduced, the net increase in mortgage debt 
outstanding could shrink sharply from recent levels. In 
summary, then, as to the near-term outlook, mortgage sup- 
ply should continue ample, but the longer-term outlook 
appears to be for a substantial shrinkage.” 


General 


Robert C. Swanton, Director of Purchases, Winchester 
Repeating Arms Co. (in an address to the National Asso- 
ciation of Purchasing Agents, May 26)—“The forecasts on 
general industrial business conditions (by the Business Sur- 
vey Committee of the NAPA) fall into two categories as to 
time, 55% could not venture beyond the third quarter, 45% 
would go as far as the end of the year. In the short-term 
bracket, 32% expect improvement during the third quarter, 
26% no change, and 42% a continuing down-trend during 
the period. These forecasts indicate a rather sluggish summer 
for industry. 

“The 45% forecasting for the balance of the year are 
a bit more optimistic; 25% of them look for improvement, 
50% can see no change, and 25% are thinking in terms of de- 
clining activity for the rest of 1952. By combining the figures 
of the short-and long-term forecasts we soften up the third- 
quarter picture a bit, showing two-thirds in a range of no 
change to better business, and one-third still in a declining 
cycle of business activity. 


“It is important to note that the comments considered 
there would be no violent up or down swings; rather the 
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changes are expected to be gradual. These forecasts do, I 
think, support the jaundiced view of the price structure, the 
policies of inventory reduction, and the short range of future 
commitments which have been the predominant trends for 
several months.” 


Dr. H. E. Luedicke, executive editor, Journal of Com- 
merce (in an address to the Iowa Bankers Association, 
May 22)—‘For the rest of the current year, chances still 
favor a gradual though moderate improvement in business 
activity rather than an accelerated deterioration. ; 
Private capital expenditures will drop over the next two 
years, but the drop will be at least partly offset by a rise 
in public-works expenditures. . . . A postdefense-buildup 
recession may prove less severe than currently feared by 
some observers, because . . . chances are that public in- 


vestment spending will remain high for an indefinite period 
ahead.” 


Roy L. Reierson, vice-president, Bankers Trust Co. (in 
an address to the National Retail Dry Goods Association, 
May 26) —“1952 is likely to be a satisfactory year in terms 
of aggregate income, production, and economic activity. 
Gross national product may be modestly higher than in 
1951—perhaps by 5% or so, while industrial production for 
the year as a whole is not likely to average above recent 
levels. However, as we move further into the future, we 
may experience increasing difficulties in maintaining peak 
levels of output and of economic activity. . . . Business 
under such conditions faces the need to readjust to a more 
competitive environment.” 

First National Bank of Boston (“New England Letter,” 
May 29) —“Prospects are that during the second half of the 
year the factors making for expansion will be stronger than 
those making for recession, and that a moderate rise may 
take place during this period.” 


Construction 


Department of Commerce and Department of Labor (press 
release, May 24)—“Outlays for new construction in 1952 
are expected to set a new record of over $32 billion. . . . 
This . . . (reflects) largely increased expenditures for 
military and atomic energy facilities. Private investment 


NEW CONSTRUCTION ACTIVITY 


Estimate for 1951 and Forecast for 1952, in 
Millions of Dollars 


Type of Construction 1952 me Cent 


ange 

Total'new construction............... 32,175 +4 
Private construction................- 21,225 -2 
Residential building (nonfarm)...... 10,850 -1 
Nonresidential building (nonfarm)... 4,680 -9 
Indastriaiset cote se ee 2,200 +4 
Gommiercialtc ic toee oes ee es 1,000 27 
Oihetaen dae ct sks e oie sii ere 1,480 -l1 
Farm construction..............+-. 1,700 -6 
Public utilities..............-..--- 3,925 +6 
Other privates...-¢..0----+-------- 70 +9 
Public construction..........-..-..+- 10,950 +17 
Residential building.......-....... 725 +22 
Nonresidential building............ 4,000 | +15 
Military and naval facilities........ 1,900 +86 
IElighwAVS orders cient oe 2,500 +4 
Sewer and water............+--++: 700 -1 
Other publics eeuesc sss ocr se 1,125 -2 
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of over $21 billion in new construction will vary little 
from last year’s total, but public outlays amounting to 
nearly $11 billion will represent an increase of $1.6 billion 
over 1951.” 


Copper 


Whipple Jacobs, president, Phelps Dodge Copper Prod- 
ucts Corp (in an address to the National Association of 
Purchasing Agents, May 26)—“For 1952 and the succeed- 
ing three years, we estimate the (copper) supply, based on 
new projects under way, will be: 

In 1952: 1,530,000 short tons or 11.6% over 1951 
In 1953: 1,660,000 short tons or 21.0% over 1951 
In 1954: 1,690,000 short tons or 23.3% over 1951 
In 1955: 1,855,000 short tons or 35.0% over 1951 


Prices 


Federal Reserve Bank of New York (“Monthly Review,” 
June) —“On balance, the outlook for prices in the months 
ahead is not for either a sharp rise or decline in the general 
level. . . . Over all, the picture is one of reasonable balance 
between supply and demand at a high level for the rest of 
this year. But, as in the past year, the balance between in- 
flationary and deflationary forces is a delicate one, always 
dependent, among other factors, upon the uncertainties of 
the brittle internal situation.” 

Edwin G. Nourse, former chairman, Council of Economic 
Advisers (in an address to the National Association of 
Purchasing Agents, May 26)—“The trend of prices would 
be up, but only moderately so, with declines in some com- 
modity areas tending to offset advances in the areas of 
many of the highly fabricated goods.” 


Food 


Bureau of Agricultural Economics (“National Food Situ- 
ation, released June 2) —“Food production may set a new 
record this year. Marketings of livestock products probably 
will be larger than in 1951, and as of May 1, the prospects 
for crops were brighter than a year earlier. Total military 
takings of food probably will differ relatively little from the 
quantities purchased in 1951. Food exports in 1952, how- 
ever, may amount to less than in 1951. 

“For 1952 as a whole, civilian food consumption per 
capita is expected to equal and perhaps slightly exceed the 
1951 rate, which was 11% above the prewar average. Most 
of the gain is expected to result from small increases in 
available supplies of some of the livestock products. 

“Domestic demand for food is likely to continue fairly 
strong throughout the year, reflecting the continued buildup 
in national defense expenditures and consumer incomes. But 
with food supplies large and the likelihood of increased out- 
put of other consumer goods, no significant change in the 
general level of retail food prices appears likely for the re- 
maining months of 1952.” 


Furniture 


Seidman and Seidman (“Furniture Industry Bulletin,” 
received June 2)—‘“The downtrend in business which has 
been in evidence during the past twelve months appears to 
be in the process of reversal. . . . An improvement in de- 
mand for household furniture in the coming months [is 
expected.]” 


THE HUNDRED TOP DEFENSE CONTRACTORS: A LATER LIST 


pany distribution of military contracts put out 
by the Munitions Board. It is based on the 
value of prime contracts awarded in the eighteen 
months from the Korean invasion to the end of 1951. 
An earlier list of the one hundred largest war con- 
tractors, which was presented in the February, 1952, 
issue of The Business Record, covered the awards 
placed in the first twelve months after Korea. 
Manufacturers of aircraft, tanks and electronic 
equipment still top the list. Of the first twenty com- 
panies, sixteen are manufacturers of aircraft and air- 
craft components; five are major assemblers of tank- 
automotive equipment; and three are major manu- 
facturers of electronics and communication equip- 
ment. (Many of the companies make considerable 
quantities of more than one of these military items 
and so the breakdown adds up to more than twenty 
companies.) 


P | THE FOLLOWING is a revised list of the com- 


NEW COMPANIES ON LIST 


Awards in the last six months (July-December, 
1951) brought about several changes in the list. In 
the present array, the one hundred top defense con- 
tractors together received 59.9% of the value of all 
prime military contracts. This is slightly less than 
the proportion received by the one hundred largest 
holders on the earlier list. Their share was then 61.5%. 


(In World War II, the comparable one hundred 
concerns were awarded 67.2% of all war work.) 

Twelve companies now appear on the list for the 
first time. They are: North Atlantic Constructors, 
Hercules Powder, Nash-Kelvinator, The Garrett Cor- 
poration, Proctor and Gamble, Northern Ordnance, 
American Machine and Foundry, Minneapolis Honey- 
well Regulator Company, Four Wheel Drive Auto 
Company, Day & Zimmerman, Bath Iron Works, and 
Shell Oil. 


GENERAL MOTORS IN LEAD 


The proportion of total contracts held by several 
of the largest contractors declines when the 12-month 
and the 18-month lists are compared. General Motors, 
for example, still heads the list, but its contracts ac- 
counted for 6.6% of the entire eighteen-month total, 
as against more than 8% in the earlier list. United 
Aircraft’s percentage of total awards also dropped— 
from 4.1% in the fiscal year 1951 to 3.5% for the 
eighteen months. So did the percentage awarded to 
Douglas Aircraft and Grumman Aircraft—the latter 
dropped from fourth place in rank on the earlier list 
to ninth place in the present array. 

The last column in the table shows the individual 
companies and divisions that have separate contracts. 
Other subsidiaries also work on contracts signed with 
the parent companies. 


Companies Ranked by Volume of Military Prime Contracts Received from July 1, 1950, Through December 31, 1951! 
Sources: Munitions Board; War Production Board; Tae ConrERENCE BoarpD 


| 
Rank 
(8 Value Basis) 


Contracts Awarded 
July 1, 1950-Dec. $1, 1951 | World 
War Ii? 


Company 
World ne 
Now War Cumu- 
Ir lative 


Total—All contracts..... 
Total—100 companies’. . . 
General Motors.......... 


— 
i} 


6 |United Aircraft.......... 


34 |American Locomotive... . 
Douglas Aircraft......... 
9 |General Electric......... 


orm CO 2 
oO 


6 10 |Lockheed Aircraft........ 
7 12 |Boeing Airplane......... 
8 Sai Chrysler’se cn cece 


Includes Separate Contracts With: 


"7.9 |AC Spark Plug Division; Allison Division; Broad Brook Co.; Cleve- 


land Diesel Engine Division; Delco-Remy Division; Detroit Diesel 
Engine Division; Fisher Body Division; Fisher Lumber Corp.; 
Frigidaire Division; Frigidaire Sales Corp.; New Departure Divi- 
sion; Ternstedt Division. 


2.2 |Chance Vought Aircraft Division; Hamilton Standard Division; 


Pratt & Whitney Aircraft Division. 


1.9 |Carboloy Co., Inc.; General Electric Appliances, Inc.; General Elec- 


tric Medical Products Co.; General Electric Supply Corp.; General 
Electric X-Ray Corp.; Hotpoint, Inc.; International Gael Elec- 
tric Co., Inc.; Locke, Inc.; Telechron, Inc.; The Trumbull Electric 
Manufacturing Co. 


1.9 |Aerol Co., Inc.; Lockheed Air Terminal, Inc.; Lockheed Aircraft 


Service International, Inc. 


1.9 /Airtemp Construction Corp.; Chrysler Airtemp Sales Corp.; Fargo 


Motor Corp.; Plymouth Motor Corp. 
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Rank 
(8 Value Basis) 


World Cae 
Now War Millions 
Ir lative 
9 22 Grumman Aircraft Engi-| $855.7 25.9 
neering 
10 11 |North American Aviation. 738.0 27.6 
11 24 |Republic Aviation....... 715.0 29.2 
12 21 |Westinghouse Electric. ... 674.4 30.7 
13 13 |American Tel. & Tel..... 657.8 32.2 
14 4 |Consolidated Vultee Air- 530.0 33.4 
craft 
15 2 |Curtiss-Wright.......... 526.9 34.6 
16 3°|Ford Motor: ............ 519.7 35.8 
17 19 |Sperry Corp............. 479.0 36.9 
18 17 |Bendix Aviation......... 473.4 38.0 
19 33 |International Harvester. . 468.8 39.1 
20 30 |Goodyear Tire & Rubber 303 .2 39.8 
21 | 100 |Northrop Aircraft........ 296.3 40.5 
22 | n.a. |International Tel. & Tel.. 286.8 41.2 
23 73 |Fairchild Engine & Air- 273.1 | 0.6 | 41.8 
plane 
24 51 |American Woolen........ 258.0} 0.6 | 42.4 
25 23 |Newport News Shipbuild- 230.6 | 0.5 | 42.9 
ing & Dry Dock 
26 14 /Glenn L. Martin......... 290.4 | 0.5 | 43.4 
27 43 [Radio Corporation of 211.3 | 0.5 | 43.9 
America 
28 | n.a. |McDonnell Aircraft...... 209.5 | 0.5 | 44.4 
29 | n.a. |Hughes Tool............ 205.5 | 0.5 | 44.9 
30 55 |Firestone Tire & Rubber. . 193.5 | 0.4] 45.3 
31 n.a. |J. P. Stevens........... 193.2; 0.4 | 45.7 
32 48 |Willys-Overland Motors. . 192.4} 0.4 | 46.1 
33 32 |Avco Manufacturing’.... 184.6 | 0.4 | 46.5 
34 28 |Studebaker.............« 182.9 | 0.4 | 46.9 
35 45 |Allis-Chalmers Mfg...... 177.5 | 0.4] 47.3 
36 36 |American Carand Foundry 177.3 | 0.4 | 47.7 
37 18 |Packard Motor Car...... 177.0 | 0.4 | 48.1 
38 25 |\Bell Aircraft............ 168.0 0.4 | 48.5 
39 62 |Eastman Kodak......... 164.1 0.4 | 48.9 
40 DE VPENCO- ee ose ee ea ee 160.7 0.4 | 49.3 
41 | n.a. |North Atlantic Construc- 156.0 | 0.4 | 49.7 
tors 
42 71 {Raytheon Manufacturing. 152.7 | 0.3 | 50.0 
43 | n.a. |Reo Motors.........-.-.- 140.1 0.3 | 50.3 
44 | n.a. \Collins Radio............ 138.7 0.3 | 50.6 
45 38 |Continental Motors...... 126.1 0.3 | 50.9 
AG ae M1 pUATMOUL 3.)45 9 -orlels:« 2 selene, 118.3 0.3 | 51.2 
47 65 |Hercules Powder......... 106.7 | 0.3 | 51.5 
48 TOR IS WER ier ean lea. 2 ee 106.0 0.3 | 51.8 
49 64 [Food Machinery and 104.6 | 0.2 | 52.0 
Chemical® 
50 | n.a. |Piasecki Helicopter....... 102.2 | 0.2 | 52.2 
51 16 |United States Steel....... 100.8 0.2 | 52.4 
52 40 |Baldwin-Lima-Hamilton®. 52.6 
53 | n.a. |Kaiser-Frazer’........ o aie 52.8 
54 | n.a. |American Steel Foundries. 53.0 
55 37 |United States Rubber... . 53.2 
56 | n.a. |Hazeltine.............-- 53.4 
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Includes Separate Contracts With: 


Bryant Electric Co.; Westinghouse Electric International Co.; West- 
inghouse Electric Supply Co.; Windsor Mfg. & Repair Corp. 

3ell Telephone Laboratories, Inc.; Nassau Smelting & Refining Co., 
Inc.; Teletype Corp.; Weco Corp.; Western Electric Co., Ine.; 
Westrex Corp. 


Marquette Metal Products Co.; Wright Aeronautical Corp. 
Vickers, Inc. 


Bendix-Westinghouse Automotive Airbrake Co.; Eclipse-Pioneer 
Division; Eclipse Machine Division. 


International Harvester Export Co.; MacLeod & Co.; Metropolitan 
Body Co. 

Goodyear Aircraft Corp.; Goodyear Synthetic Rubber Corp.; The 
Kelly-Springfield Tire Co.; Windsor Manufacturing Corp. 


. |Capehart-Farnsworth Corp.; Electric Products Investors Corp.: 


Federal Electric Corp.; Federal Telecommunication Laboratories, 
Inc.; Federal Telephone & Radio Corp.; International Standard 
Electric Corp. 

Stratos Division 


RCA Communications, Ine.; RCA Service Co., Inc.; RCA Victor 
Distributing Corp.; Radiomarine Corp. of America. 


Hughes Aircraft Co.; Hughes Gun Co. 
Firestone Industrial Products Co.; Firestone Steel Products Co. 


Willys-Overland Export Corp.; Wilson Foundry & Machine Co. 
Crosley Division; New York Shipbuilding Corp. 


Distillation Products Co.; Eastman Kodak Stores, Inc.; Holston 
Defense Corp.; Recordak Corp. ; 
Lansdale Tube Co. 


Belmont Radio Corp. 


Continental Aviation and Engineering Corp.; Gray Marine Motor 
Co.; Wisconsin Motor Corp. 


. [Armour Creameries, Inc., Delaware; Ft. Worth Poultry & Egg Co., 


Inc., Texas; Superior Creamery Co. 
Hercules Chemical Corp. 


. |Arnold Brothers; A. C. Lawrence Leather Co.; Pauly Cheese Co. 


American Bridge Co.; American Steel and Wire Co.; Columbia Steel 


Co.; Consolidated Western Constructors, Inc.; Consolidated West- 
ern Steel Corp.; Geneva Steel Co.; Gerrard Steel Strapping Co.; 
Isthmian Steamship Co.; National Tube Co.; Oil Well Supply Co.; 
Oliver Iron Mining Co.; Tennessee Coal, Iron and Railroad Co.; 
Union Supply Co.; United States Steel Co.; U.S. Steel Export Co.; 
U. S. Steel Products Co.; U. S. Steel Supply Co. 

Baldwin Locomotive Works; Lima Hamilton Division; Whitcomb 
Locomotive Co. 


. |Chase Aircraft Co. 
. |General Steel Castings Corp. 


Fisk Tire Co.; Mishawaka Rubber and Woolen Manufacturing Co.; 
Wellman Co. 
Hazeltine Electronics Corp. 


The Hundred Top Defense Contractors—Continued 


Rank Contracts Awarded 
(@ Value Basis) July 1, 1950-Dec. $1, 1951 eee 
ar 
Company PerCent 
World PerCent|PerCent| of 
Now | War Millions o umu- | Total 
Iz Total | lative 
57 | n.a. |Massey-Harris........... $92.8 | 0.2 | 53.6] na. 
58 44 |Caterpillar Tractor....... 91.9} 0.2] 53.8] 0.3 
59 | n.a. |American Bosch......... 91.4} 0.2 | 54.0] ma. 
60 | n.a. \Intern’] Business Machines 90.5 | 0.2 | 54.2] na. 
61 75 |Standard Oil of Calif..... 89.1 0.2 | 54.4 0.2 
62 | n.a. |Clark Equipment........ 86.3] 0.2 | 54.6] na 
63 | n.a. |Pacific Car & Foundry.... 85.3 | 0.2] 54.8] na 
64 52 |Emerson Electric Mfg... . 84.2 | 0.2] 55.0] 0.3 
65 | n.a. |Olin Industries.......... 83.0] 0.2 | 55.2} na 
66 | n.a. \Silas Mason............. 799.8 | 0.2 | 55.4] na. 
67 27 |\Nash-Kelvinator......... 79.5 | 0.2 | 65.6 | 0.7 
68 | n.a. |General Tire & Rubber... 79.2 | 0.2 | 55.8) na 
69 47 |Diamond T Motor Car... 77.9) 0.2] 56.0] 0.3 
70 31 |Standard Oil (New Jersey) 77.6 | 0.2 | 56.2 | 0.6 
71 | na. |Sylvania Electric Products 76.9 | 0.2] 56.4] na 
72 | n.a. |Peerless Woolen Mills... . 69.5 | 0.2 | 56.6] na. 
73 | n.a. |Norris-Thermador....... 69.3} 0.2 | 56.8] na. 
14 7 \Bethlehem Steel......... 69.0 0.2 | 57.0 2.2 
75 | n.a. \Garrett Corp............ 69.0 | 0.2 | 57.2] na. 
76 | n.a. |American Safety Razor... 66.4 | 0.2] 57.4] na. 
aa 67 |B. F. Goodrich.......... 65.4 0.2 | 57.6 0.2 
78 95 |Stewart-Warner......... 63.3 | 0.1 | 57.7} 0.1 
79 63 |Mack Trucks............ 62.7 0.1 | 57.8 0.2 
80 66 |Remington Rand........ 61.6 0.1 | 57.9 0.2 
81 | n.a. |Continental Foundry & 61.5 | 0.1] 68.0] na. 
Machine 
82 15 |E. I. duPont De Nemours. 60.9] 0.1] 58.1] 1.2 
83 | n.a. |Procter & Gamble....... 60.8} 0.1] 58.2] na 
84 | n.a. |Rheem Manufacturing... 59.6 | 0.1] 58.3 | na 
85 | na. |Wilson & Co............ 54.2) 0.1] 58.4] na 
86 | n.a. |Northern Ordnance...... 64.1] 0.1 | 58.6 | na 
87 | n.a. |Gilfillan Brothers........ 53.5 | 0.1 | 58.6} na 
88 69 |Beech Aircraft........... 53.4 | 0.1 | 58.7] 0.2 
89 | na. |American Machine & 51.4 | 0.1] 58.8] na 
Foundry 
90 | n.a. [American Smelting & Re- 50.6 | 0.1] 58.9 | na 
fining 
91 | n.a. |Minneapolis-Honeywell 48.6} 0.1] 59.0] na. 
Regulator 
92 | n.a. |National Gypsum........ 47.5 | 0.1} 59.1] na. 
93 | n.a. |National Steel........... 47.2 | 0.1 | 59.2) na. 
94 | n.a. |Four Wheel Drive Auto... 46.7 | 0.1 | 59.3] na. 
95 | n.a. |Fruehauf Trailer......... 45.5 | 0.1] 69.4] na. 
96 | n.a. |Day & Zimmerman...... 45.1} 0.1] 59.5] na. 
97 | n.a. |Burlington Mills......... 43.2] 0.1 | 59.6] na. 
98 50 |Bath Iron Works........ 42.2 0.1} 59.7 0.3 
99 | n.a. |Shell Oil................ 42.1] 0.1] 59.8] na. 
100 | n.a. {Union Oil of Calif........ 42.0 | 0.1 | 59.9] na. 
Note: Limitations of this series are given in the February Business Record, pp. 56-58. 
‘Army, Navy, and Air Force supply, service and construction contracts awarded in 
continental United States, exclusive of contracts of less than $10,000 except that 
Army and Air Force contracts of $5,000 to $10,000 are included in the July-December, 
1950 period, and Navy contracts of $5,000 to $10,000 are included from July, 1950, 
through June, 1951. Data include definitive contracts, the funded portions of letters 
of intent and letter contracts, purchase orders, job orders and task orders against 
existing contracts, and modifications and amendments. Data exclude that part of 
open-end or indefinite quantity contracts and project orders that are not translated 
into specific orders on business firms, and purchase commitments that have not been 
agreed to in detail by military and company contracting officers. 
*Based on the 100 companies with the largest dollar value of war supply contracts 
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Includes Separate Contracts With: 


Massey Harris Co. 


Arma Corp. 


American Bitumuls Co.; Arrowhead & Puritas Waters, Inc.; Cali- 
fornia Oil Co.; California Research Corp.; California Spray- 
Chemical Corp.; Caltex Oil Products Co.; Federal Engineering 
Corp.; Pacific Oil Co. (California); Stancal Asphalt & Bitumuls, 
Inc.; Standard Oil of Texas. 


.a. [Buchanan Land Co. 
. [Kenworth Motor Truck Corp. 


. [Columbia Powder Co.; Ecusta Paper Corp.; Liberty Powder Co.; 


Western Brass Mills; Western Cartridge Co.; Winchester Repeating 
Arms Co. 


Nash Kelvinator Sales Corp.; Ranco, Inc. 


. |Aerojet Engineering Corp.; Mansfield Tire & Rubber Co.; Pennsyl- 


vania Rubber Co. 


Attapulgus Clay Co.; Butterworth System, Inc.; The Carter Oil Co.; 
Enjay Co., Inc.; Esso Export Corporation; Esso Standard Oil Co.; 
Gilbert & Barker Manufacturing Co.; Humble Oil & Refining Co.; 
Penola Oil Co.; Stanco, Inc.; Standard Oil Development Co.; 
Standard Vacuum Oil Co. 


. |Colonial Radio and Television Division 


Thermador Electrical Manufacturing Co. 

Bethlehem Pacific Coast Steel Corp.; Bethlehem Steel Export Corp.; 
Buffalo Tank Corp. 

Airesearch Manufacturing Co. 


Akron Rubber Co. 

Alemite Corp.; Bassick Co. 

Mack Manufacturing Corp.; Mack Motor Truck Co. 
Vulcan Soot Blower Division 


Remington Arms Co., Inc. 


. |Buckeye Cotton Oil Co. 
. [Western Packing Company, Inc.; Wilshire Cheese Co.; Wilson 


Athletic Goods Manufacturing Co., Inc. 


. |De Walt, Inc.; Transducer Corp. 
. |General Cable Corp.; Revere Copper & Brass, Inc. 


Great Lakes Steel Corp.; Weirton Steel Co. (West Virginia) 
Eagle Manufacturing Co. 


Pacific Airmotive Corp. 


which were awarded from June, 1940, through September, 1944, on a cumulative basis, 
peace a 4 totals include contracts with all subsidiaries and affiliates. The corporate 
grouping is based on reports of the Federal Trade Commission and other public infor- 
mation. The company totals do not include contracts made by other United States 
government agencies and financed with Defense Department funds, or contracts 
awarded in Canada through the Canadian government. 
‘Name changed on March 25, 1947. Formerly called Aviation Corporation. 
5Name changed on oo 10, 1948. Formerly Food Machinery Corporation. 
SName changed on November 30, 1950. Formerly Baldwin Locomotive Works. 
7Company incorporated August 9, 1945. Therefore no World War II data available 
n.a.Not available. : 
aTotal awards valued $175 billion. 
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Chart Feature 


CAPITAL INVESTED: BY INDUSTRY AND WORKER 


Total Capital Invested (Millions of Dollars) 


Capital Invested Per Production Worker (Dollars) 


Industry 
1948 1947 1946 1948 1947 1946 

Food, beverages, and tobacco...............0.c0ceeeeee 15,353 14,419 12,561 11,901 10,990 9,458 
Eood<and' beverages .....:. «5 $3. $7500 8. dc ecec. alk. 13,014 12,326 10,669 10,872 10,137 8,660 
Tobacco manufactures 3s SOOT IR tt cr eee ee 2,339 2,093 1,892 25,152 21,804 19,704 
Textiles and ehetproductsep « 52.0 tone ck « Adewaeteen 9,742 8,887 7,573 4,192 3,913 3,366 
Meéxtile-rill products.o soc .o00s scctohe ones shes denen es 6,457 5,810 5,057 5,064 4,674 4,139 
Apparel and products made from fabrics.............. 3,286 3,077 2,515 3,132 2,993 2,447 
Peatherand pradtctsa- cies es hank ccc eens, 1,286 1,257 1,101 3,494 3,378 2,976 
Hubber products seepeeen ae ee ene se ie oak 1,742 1,692 1,425 8,337 7,692 6,660 
Taumber'and' wood products... ..........0ccceeecceeees 4,427 4,128 3,235 4,185 3,833 3,294 
Lumber and timber basic products................... 3,248 2,357 1,800 4,319 3:084> 5" eae 
Furniture and finished lumber products............... 1,180 1,771 1,435 3,855 5,903 | eee? 
Paper and. allied products:....0.....5.« sk «1.» 0 coves ne 3,606 3,219 2,629 8,905 7,928 6,706 
Printing anc: publishing ssc. ke fetes. sce eet eee 3,851 3,530 2,958 7,687 7,103 6,472 
Chemicals and allied products..................000eeee 23,550 20,607 17,031 33,076 29,147 24,682 
Chemicals and products® «0 3. s/sc0 oh ceive eee eee 8,779 8,320 6,845 16,882 15,908 13,240 
Petroleum and coal products........................ 14,771 12,287 10,186 76,933 66,778 58,877 
Stone, clay and glass products..................220000. 2,881 2,566 2,094 6,430 5,857 5,070 
Metal products and processes...............00000e0000e 38,468 35,756 30,608 7,999 7,308 6,898 
Tron and steel, nonferrous metals and products......... 15,479 14,177 12,497 8,066 7,338 7,220 
Electrical machinery and equipment.................. 5,012 4,799 3,906 7,641 6,798 6,270 
Machinery, except electrical.....................0000. 9,377 8,573 6,979 7,795 7,044 6,493 
FSULOMOD LLCS EE ern ne cons sa See scseeen Ae 5,926 5,598 4,'740 9,011 8,628 8,713 
Transportation equipment, except automobiles........ 2,674 2,610 2,486 7,161 6,705 5,358 
Miscellaneous;manufacturing..................0..0005. 3,959 3,051 2,970 6,665 5,077 5,184 
108,866 99,113 84,184 8,561 7,747 6,955 


Total manufacturing 


These data supplement those which appear in the tables on pages 300 and 301 of 
HE AVERAGE capital investment in manufac- 
turing in 1948 for each production worker was 
$8,561, compared with $7,747 in 1947. This was 
42.5% greater than in 1939, but total investment 
over the same period rose more than 120%. 

Preliminary data for 1951 indicate $11,030 of capi- 
tal per worker. For 1950 data and differences in 
concept between Tur ConrereNce Boarp’s capital 
invested data and those of others see The Business 
Record for July, 1951, page 283. 

Tue ConFrerENcE Boarp’s basic series in the above 
table is dependent upon the data published by the 
Bureau of Internal Revenue in “Statistics of In- 
come.” The latest data available from that source 
at present are for 1948 only. 

The petroleum and coal products industry was con- 
siderably above the average in 1948, with $76,933 in- 
vested per worker, followed by $25,152 and $16,882, 
respectively, for tobacco manufactures, and chemicals 
and products. Apparel, leather, and furniture and 
finished lumber products were low, with an average 
investment per production worker of less than $4,000. 

The figure of $76,933 is an overstatement of capital 
invested per employee in petroleum refining. The data 
on capital invested are obtained from the tax reports 
of corporations to the Bureau of Internal Revenue. 
Integrated companies might be classified as refiners, 
even though sizable proportions of their assets are in 
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For sources see charts. 


production or marketing, because each company is 
classified on the basis of the activity accounting for 
the largest part of its sales. The employment figures 
came from the Bureau of Labor Statistics, which is 
able to classify employees more accurately on the 
basis of their activity. To a certain extent, this short- 
coming is present in other industries. But it is most 
pronounced in petroleum because of the integrated 
nature of the industry. 

Total capital investment in American manufactur- 
ing enterprise increased $9.8 billion in 1948. (The 
sharpest annual increase—$14.9 billion—took place 
during 1947.) The 1948 increase brought the grand 
total to $108.9 billion—an all-time high. Capital in- 
vestment is defined as total assets less investments in 
government obligations and securities held by com- 
panies in other corporations. The assets are figured 
at book value, and so do not reflect replacement 
cost. 

The industries with the greatest amounts of capital 
investment in 1948 were iron and steel and nonferrous 
metals and products, petroleum and coal products, and 
food and beverages, with a value of $15.5 billion, $14.8 
billion and $13.0 billion, respectively. The rankings 
change considerably when the data are presented on 
a production worker basis. Petroleum and coal prod- 
ucts are in first place, are followed by tobacco and 
products, and chemicals and products. 

——> 


HOW INDUSTRIES FARE IN CAPITAL 


Billions of dollars 


Capital invested— 
total assets less 


government obliga- 
tions and securi- 
ties of other cor- 
porations — has 
more than doubled 


over the nine-year 
period ending 
1948—most of it 
in the postwar 


years. 
(See also table on 
page 267 
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New Directions in 


UNEMPLOYMENT INSURANCE FINANCING 


has gone broke, although a few have had quite 
narrow escapes. 

Had the business recession of 1949 continued for 
another year, or deepened, the picture might have 
been different. But no reserve now seems to be facing 
immediate danger. In fact, the majority have 
amassed an excess of funds and would be able to meet 
average postwar benefit costs for at least five years 
without collecting a cent in contributions or interest. 

The close calls of the past during relatively minor 
business setbacks, however, added to the possibility 
of an economic downturn after rearmament, make 
reexamination of state financing arrangements both 
advisable and timely. The threat of federalization 
should the states not be able to keep their programs 
solvent has given impetus to state moves to survey 
their programs. 


STATE FINANCING STUDIES 


As the first step toward more rational financing of 
unemployment insurance, thirty-two states have em- 
barked on long-range financing studies.? These studies 
are designed to estimate the costs of unemployment 
insurance during the next business cycle. In general, 
they consist of four parts: (1) an historical review 
of the law and its current provisions; (2) a description 
of the economy of the state, including analyses of the 
growth and decline of its industrial components, the 
extent of diversification of industry, the movement 
of workers between industries and areas, and the 
distribution of the labor force by age, sex, and earn- 
ings; (3) an examination of the employment and un- 


. FAR, no state unemployment insurance system 


1An earlier article, “Rise in Unemployment Insurance Funds,” 
The Business Record, May, 1952, pp. 180-3, analyzed the current 
status of each of the state unemployment funds in relation to postwar 
costs and discussed briefly the factors responsible for the widely varied 
financial experience among the states. 

Data for 1951 taxable wages were revised downward after this 
article went to press, necessitating minor upward revisions in the 
reserve ratios presented therein, and in the number of years that 
reserves in December, 1951, could finance 1946-50 benefit costs. 
(Right side of chart, p. 182.) For example, United States reserves 
at the close of 1951 as a percentage of 1951 taxable wages should be 
8.6% (instead of 8.1%), enough to finance postwar benefit costs for 
5.7 years (rather than 5.4 years). 


"Long-range financing studies have been completed and reports 
made available in thirteen states: Arizona, California, Florida, Idaho, 
Illinois, Massachusetts, Michigan, Oklahoma, Pennsylvania, Rhode 
Island, Utah, Washington and West Virginia. The other states 
that now have financing studies under way are Alabama, Colorado, 
Georgia, Indiana, Maryland, Minnesota, Mississippi, Missouri, 
Montana, Nebraska, Nevada, New Hampshire, New Mexico, New 
York, North Carolina, Oregon, South Carolina, Tennessee, and 
Wyoming. 


employment experience of claimants; and (4) pro- 
jections, on the basis of the foregoing, of unemploy- 
ment insurance costs over a future period of years, 
with estimates of the contribution rates necessary to 
meet costs and maintain an adequate reserve. 

This is the first time that such data have been as- 
sembled in many states. The information obtained 
serves the secondary purpose of providing compilations 
of facts and figures useful to other government agen- 
cies, as well as to market researchers and businessmen. 


PATTERNS OF ECONOMIC ACTIVITY 


For the purposes of planning unemployment insur- 
ance financing, accurate projections of future develop- 
ments are not required. All that is needed is an idea 
of the range of economic trends that the system should 
be prepared to meet over the next decade—an in- 
formed judgment as to the best possible and the worst 
possible business conditions to be expected. Some 
of the states have also made assumptions regarding 
other possible economic patterns that lie in-between. 
A sampling of these assumed trends, expressed in 
terms of the rate of unemployment, are charted on 
page 272. Only the “most favorable” and the “least 
favorable” patterns are plotted for the states that 
have made more than these two economic assump- 
tions—the “most favorable” being defined as the trend 
of activity that will result in the lowest benefit costs; 
the “least favorable,” in the highest. 

As can be seen from the table which accompanies 
the chart, average cost rates over alternative busi- 
ness-cycle patterns, which are shown for time periods 
ranging from seven to fourteen years, do not differ so 
greatly as might be expected. This is because unem- 
ployment insurance applies to a short-run liability. 
Thus it functions most effectively in compensating 
wage losses resulting from seasonal or “frictional” 
unemployment, or at the beginning of a business 
downturn when the bulk of persons laid off come 
from covered employment and are eligible for benefits. 

As the business decline becomes protracted, the un- 
employed group is composed more and more of per- 
sons who have exhausted their benefit rights, new 
job seekers, and persons formerly attached to indus- 
tries not covered by the system. 

So, during the depths of a depression, costs may 
be as low as, or even lower than, in a period of peak 
employment. It is somewhat ironical that it was the 
business depression of the early Thirties that was 
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most responsible for the adoption of this program in 
the United States, while the self-limiting nature of 
unemployment insurance payments makes them least 
effective in dealing with the consequences of cyclical 
unemployment. 

Before the average cost rate of the benefit over 
the projected period can be translated into an average 
tax rate, a decision must be made as to the adequacy 
of the state’s current reserve. If it is found to be 
just enough, then the revenue from tax collections 
and interest combined should be equal to benefit 
outlays. If it is considered to be too large, part of 
it may be used to finance the benefit load, thereby 
reducing the tax revenue necessary. If it is judged 
to be too small, taxes will have to be set high enough 
not only to defray anticipated benefit costs but to 
build up the reserve to the level desired at the end 
of the period. 


WHAT IS AN ADEQUATE RESERVE? 


There is no precise way to measure adequacy of 
reserves and in the final analysis it must be left to 
administrative decision. A rough guide to conserva- 
tive reserve policy has been outlined by actuaries 
of the Federal Bureau of Employment Security, how- 
ever, and has been more or less followed in the state 
financing studies. It boils down to the desirability 
of maintaining a reserve approximately equal to four 
times the average annual high benefit-cost estimate. 

Briefly, this would take into account a contingency 
for errors of 10% of the high cost, a contingency for 
catastrophic events of one year’s high cost, and a 
reserve of two times the high annual cost estimate 
with which to begin the next period. The way it 
works may perhaps best be seen by the example of 
how Utah arrived at an average tax rate of 1.2% for 
the eight-year period 1951-1958. 

Some states have provided for a higher reserve in 
calculating their tax rate; others a lower reserve. The 
level selected reflects opinion as to how large a reserve 
is necessary to assure long-range solvency. 

The financial policies emerging from the state 
studies are limited to the seven to fourteen years 
immediately ahead and are valid for only as long as 
current laws remain in effect and the economic out- 
look is not sharply changed. Hence, the estimates 
must be checked constantly. And as the periods for 
which the projections were made draw to a close, 
new sets of estimates must be drawn up. The con- 
tribution rate over the subsequent period will depend 
upon the economic outlook then, developments in 
legislation, and the extent to which the reserve was 
increased or decreased in size. 

Although determination of a sound average tax 
rate is a big part of the job ahead for the state 
agencies, there remains the challenge of developing 
methods for varying this tax from year to year so 
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that it may rise in good years and decline in bad. 
Warnings have been sounded against ignoring em- 
ployer contributions as a factor in the business cycle, 
and the point has been made that even a difference of 
only one half of one per cent on payrolls may loom 
large compared with profits in many lines during a 
year of business recession. 

Can tax changes be timed so that they act as a 
countercyclical force under present unemployment 
insurance systems? Experience-rating plans today do 
not take this goal into consideration. More often than 
not, in fact, they achieve the opposite result. 

But in the opinion of a committee of employment 
security officials, who have given much thought to 
this problem, it would be possible to modify these 
plans without sacrificing the experience-rating prin- 
ciple. These men begin by suggesting that the av- 
erage cost rate which emerges from state financing 
studies be regarded not as an absolute figure that 
must be achieved each and every year of the period 
for which it has been calculated, but as the average 
level needed over the period. 

Thus the average should be regarded, these officials 
say, as a benchmark for efforts to adjust rates to the 
business cycle, with above-average rates in the better 
years balancing below-average rates in the poorer 


1Committee on the Long-Range Financing of Unemployment 
Benefits, Interstate Conference of Employment Security Agencies, 
Completed 1950-51 Report, October 25, 1951. The recommendations 
of this committee with regard to countercyclical financing are sum- 
marized by its chairman, Paul A. Raushenbush, director, Wisconsin 
Unemployment Compensation Department, in the Employment 
Security Review, United States Department of Labor, March, 1952, 
pp. 35-40. 


How Utah Sees Future Tax Rate 
% of Taxable 


Item Wages Over 
8-Year Period 
Estimated benefit cost, 1951-58 
Least favorable pattern—1.7% per year.............. 13.60 
Total'reserves, end’of 1950". 5.0... 0 eee eee 10.30 
Reserves to be set aside for contingencies............. 6.46 


1. For possible errors in estimating—10% a year of 
outside range of probable costs. (.17% x 8=1.86%) 
2. For occurrence of an unforeseeable event result- 
ing in heavier costs than anticipated—average 
annual high cost plus anticipated interest (1.7%) 
3. Funds with which to start the next period 
—two times high-cost estimate (1.7% x 2=3.4%) 


Reserves available for financing benefits.............. 3.84 


Tax revenue required.............. ent siessivinn sie Rise ted? - 16 
(High benefit cost—13.60%—minus funds available 
from reserve—3 .84%) 


Average annual employer contribution rate required to raise this 
tax revenue is 1.2% when rounded to tenths. 


Note: The estimated benefit cost for the most favorable pattern came to 1.0% 
ayear, But the Utah agency felt “that the total funds for the period 1951-58, denv 
from the tax revenue plus the available reserves, after due allowance for errors and 
other contingencies, must be sufficient to cover the mazimum estimated costs, as 
reflected by the upper limit of the range of probable costs.” 


Source: “Unemployment Insurance and the Utah Economy, December, 1950,” The 
hi destcial (paghaaas of Utah, Department of Employment Security. 


ASSUMED FUTURE UNEMPLOYMENT PATTERNS VARY WIDELY... 
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--» WITH VARYING COSTS 


The benefit costs expected to be incurred annually 
according to each economic assumption plotted on 
the accompanying chart are summarized below. They 
are based upon existing provisions of the state law. 


Average Benefit Cost Under 
State Assumed Economic Pattern Which Is: 
Most Favorable Least Favorable 


Percentage of Taxable Wages 
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aOnly one assumption made 


Only broad comparisons may be made between 
the various states with regard to assumed economic 
patterns and benefit costs. For one thing, their econo- 
mies differ widely both in the extent and diversity of 
their industrial development, and in their reaction to 
national economic fluctuations. Then, too, a few of 
the states adopted their assumptions before the United 
States rien oe on an intensive rearmament effort 
during 1950. In addition, even under similar economic 
assumptions, differences in cost estimates would exist 
among the states because of the provisions of their 
laws regarding the extent of coverage, their minimum 
and maximum amount of benefits, duration of benefits, 
dependency allowances, and other factors. 


Chart Legends 


*Total unemployment as percentage of total !abor force for 
all states except Florida, Washington and West Virginia 
where it is covered unemployment as percentage of covered 
labor force, and Pennsylvania where it is nonagricultural 
unemployment as percentage of nonagricultural labor force. 


Source: State Employment Security Agencies 


years. The ups and downs of state-wide gross wages 
from one year to the next, it is recommended, are 
the most practical and automatic yardstick thus far 
devised for determining when the above-average or 
below-average differential in rate levels should apply. 

It is urged that the state’s “normal” system of 
experience rating! be adapted to better countercyclical 
timing, as far as practicable, rather than that the 
whole job should be left to an overriding or supple- 


1See “Financing Unemployment Insurance,” The Business Record, 
May, 1950, pp. 175-80, for a description of the different types of 
experience-rating plans. Today, thirty-two states have reserve-ratio 
plans, New York and Massachusetts having amended their financing 
provisions in 1951. 
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mental adjustment factor. In reserve-ratio states, 
for example, using the most recent single year of 
payroll (instead of a three-year average as is gener- 
ally done) would improve the timing of rate changes 
both on the upswing and the downswing. A few 
states already do this. 

The special “war risk” rates, adopted by ten states 
during World War II to collect higher contribution 
rates on expanding payrolls, might well be considered 
for use currently, in the opinion of the committee. 
The other methods suggested are too technical for 
analysis here, but the officials indicate that the prob- 
lem of better cyclical timing of employer contribution 
rate changes is not insuperable, and is deserving of 
serious attention. 


AN IMMEDIATE SOLUTION 


While granting that the development of a satis- 
factory method for computing countercyclical tax 
rates in unemployment insurance is an objective that 
should be given high priority by students of this 
subject, actuaries of the Bureau of Employment 
Security advocate financing procedures that will re- 
sult in a predetermined tax yield during each year of 
the planned period. Such a level rate, they feel, 
would be preferable to the present type of fluctuating 
rate and would represent a more immediately prac- 
tical solution—even though it would still leave room 
for improvement. 

This method of financing would subordinate the 
more or less “automatic” features of existing rate 
structures and rate determinations by providing an 
over-all goal—in the form of the predetermined aver- 
age annual revenue rate—which would be attained 
by averaging all individual employer tax rates. Ex- 
perience-rating procedures currently used in Utah 
and Washington and formerly used in New York can 
produce a predetermined yield. The state of Arizona, 
however, is the first to amend its unemployment in- 
surance law for the specific purpose of assigning 
employer contribution rates each year to achieve 
this result. The predetermined yield selected is 1.3% 
of taxable wages. Commencing July 1, 1952, and 
effective so long as the state’s reserve fund amounts 
to between 8% and 13% of taxable wages, individual 
employer contribution rates will be assigned on the 
basis of a rate schedule designed to average out to 
this yield. Should the reserve ratio fall below 8% 
or exceed 13%, the yield aimed for would be changed 
and the rate schedule increased or decreased accord- 
ingly. All rates would be raised to 2.7% in the event 
that the reserve ratio dropped to less than 4%—the 
minimum considered safe by the state legislators. At 
the end of last year, reserves in Arizona were about 
11% of taxable wages. 


Miriam Civic 
Division of Business Economics 


Business Book Shelf 


The International Economy—The third edition of a 
comprehensive work covering the history of international 
trade, theoretical analysis, an account of international 
economic policies and a treatment of international fi- 
nance.—John Parke Young, The Ronald Press Company, 
New York, 1951. $5.50. 


Corporate Income Retention, 1915-43—One of the find- 
ings is that “the net expansion of physical assets in manu- 
facturing over this period of nearly two decades [1923-41] 
(about $4 billion) was financed, on balance, entirely from 
external sources.” —Sergei P. Dobrovolsky, National Bureau 
of Economic Research, New York, 1951. $2.50. 


The Struggle for Survival—An account of our mobiliza- 
tion for World War II, largely in terms of personalities.— 
Eliot Janeway, Yale University Press, 1951. $5.00. 


Aging—A new bulletin designed as a clearinghouse of infor- 
mation in the field of gerontology. It will not be published 
on a regular schedule but only as significant material is 
available. So far two issues have appeared—July 18 and 
August 6. Copies may be obtained without charge from 
the Chairman, Committee on Aging and Geriatrics, Federal 
Security Agency, Washington 25, D. C. 


Coffee, Tea and Cocoa, An Economic and Political 
Analysis—This is the first volume published in a series 
of some twenty undertaken by the Food Research Institute 
dealing with three major groups: “wartime management 
of food and agriculture, international organization and con- 
trols, and international commodity developments.” This 
study falls into the latter group.—V. D. Wickizer, Stanford 
University Press, Stanford, California, 1951. $5.00. 


The Balance of Payments—The main thesis of the book 
is that the ultimate reconciliation of domestic and inter- 
national equilibrium should be brought about through 
price adjustments (e.g., exchange depreciation) rather 
than through direct controls (e.g., import restrictions), if 
demand in international trade is reasonably sensitive to 
changes in relative prices.—J. E. Meade, Volume One, The 
Theory of International Economic Policy, auspices of Royal 
Institute of International Affairs. Oxford University Press, 
London, 1951. $5.50. 


A New Approach to Retirement Income—An economic 
report prepared by the Teachers Insurance and Annuity 
Association as background for its proposed College Retire- 
ment Equities Fund, a new method of providing retirement 
income through periodic investments in common stocks 
and the payment of a variable annuity in combination 
with a traditional fixed dollar annuity.—William C. 
Greenough, Teachers Insurance and Annuity Association of 
America, New York, 1951. $.50. 


Social Contribution by the Aging—A group of nineteen 
articles by experts on the various aspects and problems 
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of aging, edited by Clark Tibbitts, Chairman, Committee 
on Aging and Geriatrics of the Federal Security Agency.— 
Annals, American Academy of Political and Social Science, 
January, 1952, Philadelphia. $2.00. 


Economics of Employment—The primary concern of this 


book is to provide, in nontechnical language, an under- 
standing of what makes employment high or low, from a 
Keynesian point of view.—Abba P. Lerner, McGraw-Hill 
Book Company, New York, 1951. $4.00. 


Lloyd’s—‘The purpose of this book is to set out in a com- 


prehensive manner the nature of . . . Lloyd’s, to show 
how it came into being, to explain how it operates, and to 
make plain how its work is carried on.” —C. E. Golding and 
D. King-Page, McGraw-Hill Book Company, New York, 
1952. $4.50. 


Old Age and Retirement in Rural Connecticut, I. East 


Haddam: A Summer Resort Community—The first 
in a series of studies to determine the impact of old-age 
and retirement problems in rural Connecticut. Contains 
information on older persons who are living in East Haddam 
regarding sources of income, levels of living, agricultural 
operations, occupational histories, social participation, 
health, and family living arrangements.—By Walter C. 
McKain, Jr., and Elmer D. Baldwin, Department of Rural 
Sociology, Storrs Agricultural Experiment Station, College of 
Agriculture, University of Connecticut, Storrs, Connecticut, 
Bulletin 278, June, 1961. 


Retailers Manual of Taxes and Regulations—A com- 


prehensive reference work on federal, state, and municipal 
taxes and other regulations affecting retailers. Includes 
summaries of applicable trade-practice regulations, occu- 
pational restrictions, and wage and labor laws. Institute 
of Distribution, 25 W. 43rd Street, New York, Eleventh 


Edition, 1952. 244 pages. $7.50. 


Community Services for Older People: The Chicago 


Plan—A study of all the needs of all the older people in a 
large metropolitan area and an integrated plan for meeting 
them. The “needs” examined include employment and 
retirement, housing and home services, health, recreation, 
and education for both the older group and the community 
as a whole.—Prepared by the Community Project for the 
Aged of the Welfare Council of Metropolitan Chicago, Wilcox 
and Follett Company, Chicago, 1952. 240 pages. $3.00. 


A Theory of Price Control—Reflections by a price con- 


troller with direct experience in World War II.—By J. K. 
Galbraith, Harvard University Press, Cambridge, Massachu- 
setts, 1952. $2.00. 


Brassey’s Annual, The Armed Forces Year-Book, 1951— 


The 62nd appearance of this manual contains a collection 
of essays on practically every phase of land, sea and air 
warfare.—Edited by Rear-Admiral H. G. Thursfield. The 
MacMillan Company, New York, 1952. $7.00. 


British Planning and Nationalization—An account of the 


nationalization, by the Labor government of Great Britain, 
of the coal, transport, electric power, iron and steel indus- 
tries and of the steps taken in housing, agriculture and pub- 
lic health.— By Ben W. Lewis, The Twentieth Century Fund 
New York, 1952. $3.00. 
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Fringes Outstrip Wages in Postwar Years 
% rise 1946-1951 


152 OLD-AGE AND 
SURVIVORS INSURANCE4 


PRIVATE PENSIONS AN 
120" WELFARE FUNDSA Yo” 


94 TOTAL SUPPLEMENTS 


66 STATE UNEMPLOYMENT AND 
SICKNESS INSURANCE4 


55 TOTAL WAGES AND SALARIES 
38 OTHER SUPPLEMENTS® 


RAILROAD INSURANCE 
‘8 “PROGRAMS 
o 


BEMPLOYER CONTRIBUTIONS 
@COMPENSATION FOR INJURIES AND DIRECTORS® FEES 


Strong Growth in Pay Extras 


“Unlike wages and salaries, which turned down in 1949, 
private industry supplements have shown an unbroken rise 
in the postwar period, from $3.9 billion in 1946 to $7.4 
billion in 1951. As a result, they increased from 4.3% to 
5.3% of private industry payroll. Essentially, two compo- 
nents were responsible for the rising proportion of supple- 
mentary benefits: contributions for old-age and survivors’ 
insurance and employer contributions to private pension 
and welfare plans. State unemployment insurance contri- 
butions rose at about the same rate as private payrolls 
generally, and the change in the railroads’ contributions for 
retirement and unemployment insurance matched that in- 
dustry’s payroll growth. 

“After having been postponed for some time by con- 
gressional action, the contribution of employers (and em- 
ployees) under the old age and survivors’ insurance program 
was raised from 1 to 114% of taxable wages, effective Janu- 
ary 1, 1950. This factor, together with the large rise in 
covered payrolls and the amendments to the Social Security 
Act which last year expanded employee coverage and 
raised the taxable wage base from $3,000 to $3,600, served 
to increase employer contributions from $0.7 billion in 1946 
to $1.7 billion in 1951. 

“Private pension and welfare plans have gained prom- 
inence in the postwar period as they have come to be the 
subject of union-management bargaining in wage contract 
negotiations. Contributions in this category relate to the 
following programs: pensions, health and welfare programs, 
and group insurance. 

“Private pension plans burgeoned during wartime when 
the wage stabilization program limited the wage increases 
employers could grant but permitted them to make reason- 
able contributions to employee insurance and pension pro- 
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grams. As a result, employer contributions to private pen- 
sion and welfare plans, which had amounted to $200 million 
in 1941, spurted to $900 million in 1945. 


“Contributions to these plans continued to increase in 
the postwar period both as a result of the uptrend in pay- 
rolls—which in some cases determine the amount of con- 
tributions—and increasing labor pressure for new and ex- 
panded coverage. Particularly noteworthy in respect to 
union-management contracts was the establishment of a 
jointly managed health and welfare fund in the coal-mining 
industry in 1946 and of employer-financed retirement plans 
(generally tying benefits to the social security program) in 
many important manufacturing areas beginning with the 
latter half of 1949. 


WAGES AND SALARIES AND SUPPLEMENTS PAID 
BY PRIVATE INDUSTRY 


Millions of Dollars 


1946 1947 1948 1949 1950 1951 

Total wages and salaries.......| 90,577] 104,803] 115,659] 113,047) 123,598] 140,350 

Total supplements to wages and 

Salaries eNoiisoo Ros ems 8,857| 4,639] 4,888] 5,021} 6,289] 7,365 
Employer contributions for: 

vate pensions and wel- 


fare funds. 226 sash ce ose 1,241] 1,585) 1,864) 1,961) 2%,417) 2,733 

Old-age and survivors’ in- 

MUPANCE soca nies crests 687 780 839 816; 1,351) 1,730 

State unemployment and 

cash sickness insurance. ... 1,077} 1,241] 1,198} 1,285) 1,477) 1,786 

Railroad retirement and un- 

employment insurance..... 802 414 308 300 306 355 
Other supplements!.......... 550 619 679 709 738 761 


1Consist of compensation for injuries and directors’ fees. 
Source: Department of Commerce 


“In total, employer contributions under private pension 
and health and welfare plans expanded from $1.2 billion in 
1946 to an estimated $2.7 billion in 1951, and during the 
postwar period were almost twice as large as employer con- 
tributions under the old-age and survivors’ insurance sys- 
tem. However, current costs of private pension plans are 
inflated as a measure of the recurrent annual cost of the 
plans now in operation because of large contributions to 
cover the past service liability of older workers.”—Source: 
Lawrence Grose, “Labor Income in the Postwar Periods,” 
Survey of Current Business, May, 1952, Department of 
Commerce, p. 13. 


Shopping in New York City 


As facilities for obtaining shopping goods in the suburbs 
continue to expand, suburban dwellers are likely to shift 
more and more of their purchasing to the more readily acces- 
sible centers. This may mean that the downtown stores will 
concentrate increasingly on stocks for (a) lower-income con- 
sumers; (b) very wealthy customers; (c) tourists; and (d) 
commuters who would continue to be a link with the subur- 
ban market. It might mean making special provision for 
commuters to shop quickly during the noon hour, late after- 
noon or evening. It might also mean that stores which have 
a particular interest in the tourist trade would remain 
open on Saturdays during the summer months, and thus 
obtain business from weekend visitors to the city—New 
York State Commerce Review, November, 1951, New York 
State Department of Commerce, Albany, New York. 


Survey of Business Practices 


SALESMEN NEED TO SELL NOW 


S THE SALES outlook for 1952 becomes less 
Nee industry is expanding marketing pro- 
grams and preparing for a period of competitive 
selling. Within the last few months a majority of the 
157 companies cooperating in this month’s survey 
have initiated programs designed to increase the effec- 
tiveness of their sales activities. 

More than half report recent expansion or improve- 
ments in the sales force. A majority of the companies 
who use dealers are working to improve the dealer 
organization. 

And more than a third of all cooperating com- 
panies are increasing 1952 advertising appropriations 
over 1951 expenditures, although many of these in- 
creases are normal or merely reflect higher advertising 
costs. 


CAPITAL GOODS MARKET TIGHTENS 


Typical of the replies received from cooperators is 
the following comment from an executive of an engine 
and turbine manufacturing firm: 


“We know that this year competition for orders will 
progressively sharpen. We believe the experienced sales- 
man who is well grounded in his product design and its 
application is going to come into his own again and have 
full opportunity to show his ability. It is going to be less 
a question of how many customers a qualified man can 
cover, and progressively more a question of how effectively 
an experienced man can capitalize on his opportunities. 


“It has been obvious for more than a year that our 
heavy capital-goods industry was progressively moving to- 
ward this more competitive market. For that reason we 
have sent, and will continue to send, our top supervisory 
personnel to the field more often so that they can make a 
first-hand analysis of territory potentials and the manner in 
which our sales offices are handling territory coverage. As a 
result of this activity, we have found it desirable to add 
qualified men to our field organization, and to realign some 
territories, so that the basic groundwork can be covered 
by our men in anticipation of intensified competition dur- 
ing the latter part of 1952 and into 1953. 


“At the same time we have endeavored to give more 
specific training at a more rapid pace to the younger men 
whose entire selling experience has been in the years since 
World War II. We are trying to guard against an over- 
confidence in these men that they are experienced sales- 
men when they actually haven’t been exposed to the same 
hard competitive selling which is returning so rapidly. In 
this connection we have tended more and more to broaden 
the regional responsibilities of our most experienced field 
managers so that they can effectively control and guide the 
development of these younger men already with us in the 


field and the assimilation of new men who are added to 
our sales organization. 

“We do expect a more competitive market, but we don’t 
expect a seriously weakening market for our type of heavy- 
machinery industry. Business has been good, and we an- 
ticipate that if we know how to compete it will continue 
to be reasonably good. We will, however, be faced with 
the fact that field men cannot be brought into headquarters 
for prolonged periods of education on product applications 
or design. It is going to be necessary that they stay in 
the field and make the maximum use of their time in direct 
contacts with customers. The burden therefore falls upon 
us of accelerating and revising our preparation of sales 
aids and technical-information bulletins, so that we can 
send the education to the man. He must know his product 
thoroughly, and we must supply him with the best possible 
knowledge of the competing products that he will meet in 
the customer’s office.” 


Many firms, however, report that because they 
continued sales activities at a high level during the 
war and postwar periods, today’s market weaknesses 
do not require a radical change in marketing methods. 
Sales forces in these firms have been maintained at 
or near full strength, and customers contacted regu- 
larly. Training of salesmen and dealers has been car- 
ried on in preparation for an eventual expected sales 
decline. And the findings of market research have 
both solved immediate problems and provided a back- 
log of data of future usefulness. 

Also, many firms report “no change” in current 
activities because they feel that increased marketing 
activity will have little effect on sales. Dependence 


‘on another industry for orders, or a limited number 


of customers are reasons commonly given. 


DEVELOPING THE SALES FORCE 


Steps to improve the sales force are being taken by 
more than half the cooperating companies. As indi- 
cated by the table on page 277, these changes involve 
virtually all phases of sales operation. The most com: 
mon steps are increasing sales-force size, reorganiza- 
tion of sales management and territories, intensified 
sales training, and changes in salesmen’s compensa- 
tion. 

Increases in sales-force size reported by cooperators 
range from the addition of one or two men to “approxi- 
mately doubling” the present staff. Principal reasons 
given for increases are to get better territorial cover- 
age, to provide replacements for older men and poor 
producers, and to add men with particular back- 
grounds to the sales force. A steel company executive, 
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for example, writes: “The number of persons being 
tramed and the quality of their training have been 
stepped up. This includes the training of “inside” 
sales personnel, new salesmen, veteran salesmen, and 
sales supervisors. We are constantly reviewing and 
analyzing our sales-organization structure and are 
making necessary changes to accommodate market 
conditions adequately and to improve and coordinate 
our sales effort.” 


Sales-force reorganizations mentioned by cooper- 
ators are confined primarily to the district level. They 
include, however, both territory reorganizations and 
shifts in district management. Territory reorganiza- 
tions are designed principally to obtain more intensi- 
fied coverage through a reduction in the size of indi- 
vidual territories. Shifts in territorial management 
are aimed at improving the quality of supervision. 
An executive of a building materials and supply firm 
however, reports greater centralization of sales man- 
agement: “We will change our sales management from 
a decentralized form (product divisions or depart- 
ments administered by general managers in geographi- 
cal divisions) to a strong centralized form, with all 
sales activities directed by a general sales manager.” 

Preparing salesmen for competitive selling, both 
psychologically and through greater knowledge of 
products and sales techniques, many cooperators say, 
is one of the gravest current problems. 


Q77 
One executive comments: 


“If the market further weakens in the next year or so, 
I believe the most difficult merchandising problem will be 
that of bringing the realization to the salesmen in contact 
with the customer that hard constructive effort is neces- 
sary to write business. In our markets it has been about 
twelve years since hard competitive selling has been neces- 
sary, and we feel sure there will be few salesmen who are 
prepared today to really fight for orders.” 


To solve this problem, approximately a third of the 
cooperators report a continuation or intensification of 
sales-training programs. And an oil company mentions 
that sales and dealer training is, in effect, a single 
coordinated program: 


“The dealer training and sales training programs were 
worked out at the same time, and they dovetail. In 
reality, they are two parts of the same program, and 
dealer training will be intensified from two directions: 
first, by specialists; and secondly, by contact with our 
sales personnel, who have been trained to follow up and 
follow through on the more formal classroom and on- 
the-job training courses.” 


Twelve firms report changes in sales-compensation 
plans. Several other firms, however, stated that they 
would willingly consider revamping their compensa- 
tion plan if the changes they desire to make were not 
prohibited by wage stabilization. The inference from 
such comments is that as soon as stabilization ends 


Changes Affecting the Sales Force 
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these companies at least will institute compensation 
plans with an element of commission or incentive. 


IMPROVING THE DEALER ORGANIZATION 


Cooperators who use dealers are almost evenly 
split between those who report they are not altering 
their dealer activities and those who are working to 
improve their dealer organization. The most com- 
monly reported dealer activities are intensified train- 
ing (32 companies), closer inventory checks (17 com- 
panies), greater selectivity in choosing dealers (10 
companies), weeding out and replacing incompetent 
dealers (9 companies), and development of new or 
stronger merchandising plans (8 companies) . 

Some companies state that their sales forces have 
been increased so that more time can be given to 
dealer training programs. An automotive manufac- 
turer, for example, reports: “Increased emphasis is 
being placed this year on urging dealers to reduce 
expenses and increase their parts and service profit. 
Several training programs are being released to dealers 
for training their salesmen of both new and used cars. 
New training programs have also been established for 
mechanics. Parts-merchandising programs are being 
utilized increasingly.” Methods of dealer training are 
described in an earlier Conference Board report.1 


Awareness of the need for checking dealer inven- 
tories is also reported. Seventeen cooperators are cur- 
rently undertaking or initiating dealer inventory 
measurement. Executives’ comments indicate, how- 
ever, that in many instances salesmen’s opinions are 
being relied upon rather than actual audits of inven- 
tory levels. The usefulness of distributor inventory 
information in management planning is illustrated by 
the following comment of a machine tool manu- 
facturer: 


“We are attempting to develop a system under which 
certain selected distributors would report to us their in- 
ventory positions periodically. We feel that, if successful, 
this will enable us to have a very much more accurate 
idea as to the relationship between our sales to distribu- 
tors and the actual consumption of our product. This, 
in turn, will enable us to forecast somewhat more accu- 
rately than at present, the probable future demand for 
our product.” 


Methods of measuring dealer inventories that are 
in common use are discussed in the Board’s study 
“Measuring Dealer Inventories.” 


New and stronger merchandising plans have been 
developed by nine cooperating firms. Such plans in- 
clude greater amounts of point-of-purchase display 
material and give-away booklets, dealer direct-mail 
programs, and cooperative advertising. In the opinion 

\“Training Dealers,” Studies in Business Policy, No. 48, National 
Industrial Conference Board, 1950. 


“Measuring Dealer Inventories,” Studies in Business Policy, 
No. 52, National Industrial Conference Board, 1951. 


of a cooperating food-company executive, maintain- 
ing dealer merchandising activities is an important 
future problem. He says: 


“The most difficult problem that we face in the event 
of any prolonged weakness in the market is maintaining 
the merchandising support for our products. With proper 
merchandising, we believe that consumers’ purchases will 
maintain a satisfactory movement of our products off the 
shelves. 

“Tf conditions generally should influence dealers toward 
caution in promotion and expenditure on quality mer- 
chandise, and divert their curtailed activity to price mer- 
chandise, we should lose a very important factor in the 
sales success we have enjoyed for the past few years.” 


PROMOTION PROGRAMS 


Advertising appropriations and methods are under- 
going changes in keeping with 1952 sales needs, co- 
operators report. Budgets are trending upwards and 
advertising is being aimed more specifically at indi- 
vidual markets. Many cooperators, however, are con- 
cerned at the increase in sales and advertising ex- 
pense ratios resulting both from increased costs and 
declining sales. 

While more than a third of the cooperators report 
higher advertising expenditures for 1952 than for 1951, 
many of such changes are relatively small; some firms 
report increases just sufficient to cover higher space 
or time rates. In other cases, increases simply reflect 
using a constant percentage of increasing sales for ad- 
vertising and promotion. Several substantial increases, 
ranging up to “double 1951 expenditures,” however, 
are reported. Many cooperators anticipate lower ad- 
vertising appropriations in the future as a result of 
sales declines. 

Changes in advertising methods mentioned by ex- 
ecutives are generally designed to concentrate on spe- 
cific markets. One firm, for example, is using direct 
mail, to bolster “soft spots” as they show up. Another 
is using direct mail to substitute for trained men. 
Several firms are increasing the use of sales promotion, 
either at the expense of advertising or as a separate 
appropriation. The following examples illustrate 
other reported changes in method or emphasis: 


“We have had a major shift in our advertising and sales- 
promotion methods in 1952 as a result of our merchan- 
dising plan. This has brought on greatly increased trade- 
promotional expenses in cooperative advertising, and 
showroom-display and local promotional material—most 
of it on a shared-cost basis with the dealer. This activity 
is primarily directed towards heating and plumbing mod- 
ernization work and retail store sales. Largely as a result 
of these activities, our 1952 promotional expenditures will 
run about 20% above 1951.” (Heating and Plumbing) 


8 Ss 


“Planned advertising and promotional expenditure for 
fiscal year 1953 is slightly less. Three media—magazines, 
newspapers and outdoor—form the basic pattern of our 
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mass-advertising activity, with some shifting of funds 
from one to the other. Our network radio program will 
be dropped, however, with termination of our present 
contract in June, and in the fall the expenditure will go 
into an extensive Sunday-magazine comics program. There 
will be no curtailment of expenditure in sales promotion 
and merchandising.” (Food) 


* * * 


“We have changed our advertising budgets by shifting 
a greater part of the emphasis into the automotive field, 
while decreasing industrial advertising proportionately. 
This is in line with the weakening automotive market, 
while the industrial market is expected to continue fairly 
strong in view of the continuing defense effort. In general, 
our advertising budget does not vary materially from our 
1951 budget, and we anticipate approximately the same 
total sales volume for this year as was realized in 1951.” 
(Machine Tools) 


NEW PRODUCTS 


Although no questions about current product-de- 
velopment programs were asked in this month’s 
survey, several cooperators emphasized the impor- 
tance of new products in periods of stiff competition. 
A manufacturer of automotive equipment, for ex- 
ample, says: 


“We feel that competition is definitely stiffening, and 
our solution to the problem is an attempt to develop a 
superior product at the same price, or a comparable 
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product at a reduced price. Our efforts to accomplish 
this have taken several forms. Our engineering depart- 
ment has a very active program to attempt to effect 
standardization of parts and models to a greater extent 
than we have ever known in the past, and our production 
people are actively engaged in an effort to improve tooling 
and methods in order to reduce costs. Research has a 
more active program than we have ever had before, look- 
ing toward the development of improved products.” 
Another cooperator comments that a major prob- 
lem for the future will be “developing new products 
rapidly enough to keep pace with competitors.” 


LOOKING AHEAD 


Cooperators in this month’s survey were asked to 
forecast the most difficult problems that they be- 
lieved they would face should market weakness 
broaden and worsen in the next year or so. Replies, 
listed at the end of each industry summary, cover a 
wide range of topics. The most frequently mentioned, 
however, are: 


© Training the sales force for competitive selling; 

® Price cutting within the industry; 

© Overcoming the use of substitutes adopted during short- 
ages; 

© Maintaining demand for quality products in a period 
of price consciousness; 

® Need for better merchandising techniques; 

© Getting dealers to increase customer contacts; 


Changes Affecting the Dealer Organization 
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Establishing New Dealer Force 


Reorganization of Dealer Force 


i") a2 
g) Bla | Big : 3 g 
Z\ 2/5 | 3/2 Biche ee bea 
Aa |e fale zl 2/4 |] 3] sls 
aisle «|-4 6 213 Sie] s1S 
2| sle_lal2 |2 é| é\s el ala 
S| 2/8.) S/¢ | 3] 4 E #/ 3) 4/4 
a= 8 eq two |: a 8 Qa By & s ° B 
4 %, A8 | ac a!l 5 > al fa g|8 
g|) pigs] 2/23] 2] 2/2] al4.| 2/21 ola 
2] g|ae| g/44] 2/3] 2] 2)52] 2] 3] las 
a ag g Sas [eB LB |S § bal s|-31 31/8 
OS NSA | rev PON RED kek ORS eplea ey |) pi) ae his 
oe ; 1 4 lige cya tis i 
1 : 1 3 1 ee ieee é 
a ps a 1 1 ar 1 1 ets 
rae ld 1 1 1 Sa 1 1 a 
as 2 1 2 Q 2 ec ee ll eees ae 
Pies liaPas al false ee 1 Ii ah a es ate 
Bis 1 2 pal fl reat as 
sa 5a 3 1 on ete 1 es 
a ae 3 1 spel Bere hogs ays 
1 2 ‘hs 1 1 1 1 i 1B iter ( Ce Sy 
“fe oe 1 4 1 ee ee merce | es 
Leet 3 1 t aNER 10) oe es 
: - 1 3] as 2 g da limes 1 
Dl Mees eats pT eee GR Ss Se ll ee 
1 iP Pay Rel eae he 
of 3) eeontmer 1 
eS ee a 
2 1 


280 


© Maintaining an experienced dealer organization staffed 
with well trained personnel; 

© Maintaining morale of the sales force and the dealer 
organization; 

© Surveying and selling new markets; 

© Inducing dealers to maintain adequate inventories; 

© Increasing the share of a limited market; 

® Maintaining a proper balance between advertising and 
sales; 

© Making effective use of advertising and sales-promotion 
programs to maintain the percentage sales cost on 
gross sales. 


Following is a summary of reports received from 
cooperating companies, grouped by industry classifica- 
tions. These summaries supplement the tabulations 
on pages 277, 279 and 281. 


METAL INDUSTRIES 


Automobiles and Equipment 


Automotive firms report gradual increases in sales 
activities to meet anticipated declines in 1952 sales. 
Five of the eight cooperators are expanding their 
sales forces, four are strengthening their dealer organ- 
izations, and three are broadening their advertising 
and sales-promotion plans. 

Sales-force changes in cooperating firms will effect 
both territorial salesmen and district-office manage- 
ment. The most extensive plan reported is that of an 
automobile manufacturer who comments, “We plan 
some important changes in our sales force, including 
an increase in size, intensified training, reorganization 
of management, and a realignment of territories.” 
Another firm reports an increase of 12% in its 1952 
direct-selling budget “to maintain volume in the face 
of an expected decline in over-all profit.” 

Four cooperators are studying their dealer organiza- 
tions in order to help the dealers do a better job. In 
one case the firm is “giving the dealer a better deal 
on product and competitive position from quality to 
prices.” 

Two of the eight cooperators emphasize the value 
of maintaining a close check on dealer inventories. 
One reports that the firm receives an inventory report 
from distributors twice each month. 

Another writes: 


“We guard carefully against overstocking our distribu- 
tors, wholesalers and dealers by keeping a continuous tab 
on the movement of our products through a monthly in- 
ventory check. This is designed to ensure high turnover 
and eliminate the possibility of obsolescence.” 


Dealer training programs are also reeciving in- 
creased attention of cooperators in the automotive 
industry. An automobile manufacturer, for example, 
reveals that: 


“Increased emphasis is being placed this year on urging 
dealers to reduce expenses and increase their parts and 
service profit. Several training programs are being released 
to dealers for training their salesmen of both new and used 
cars. New training programs have also been established for 
mechanics. Parts merchandising programs are being util- 
ized increasingly.” 


While there will be little change in the advertising 
and sales-promotion methods used by cooperating 
automotive firms during 1952, three companies will 
increase advertising appropriations, and two are re- 
vising their media selections. Of three firms that are 
increasing advertising expenditures only one reported 
the amount of the increase—28%. And of the two 
firms that are revising media lists one is concentrat- 
ing advertising in a restricted group of magazines, 
to reach particular markets. The other is adding new 
media that “from test periods have proven very satis- 
factory in the development of additional sales.” 

Two cooperators point out the importance of 
product and process development rather than in- 
creased sales activity as a means of stepping up sales. 
One executive, for example, says, “We feel that com- 
petition is definitely stiffening, and our solution to 
the problem is an attempt to develop a superior 
product at the same price, or a comparable product 
at a reduced price.” This company’s program is tak- 
ing the form of greater standardization, process im- 
provement and product development. 

Automotive firms see the following three problems 
as being of prime importance should current market 
weakness worsen in the next year or so: 


® Maintaining an experienced dealer organization staffed 
with well-trained sales personnel; 

© Writing off inventory losses; 

® Moving merchandise during off-selling seasons. 


Electrical Machinery 


Both short-term prospects and long-range poten- 
tials are influencing current marketing plans of the 
five cooperators in the electrical machinery industry. 
For the shorter term, four of the cooperators are ex- 
panding sales and promotional activities. And one 
executive points out, “In view of our long-term growth 
projections we recognize that we must make invest- 
ments in marketing facilities as well as in plants.” 

Four of the ‘five cooperating electrical-machinery 
firms are increasing their sales forces and revamping 
sales organizations. Specific programs mentioned are 
intensified training, territorial reorganization, and 
tightening of sales controls. One executive reports 
that recruiting of salesmen is hampered by a shortage 
of qualified engineers. 

Three cooperators mention changes affecting deal- 
ers. All three are expanding dealer training. In addi- 
tion, one firm has “made some changes in discount 
policies, and more are undcr consideration.” Another 
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company is in the process of “separating our dis- 
tributor organization into its two broad parts—con- 
sumer products and industrial products—to intensify 
the selling effort in each group.” 

Two cooperators expect no change in advertising 
or promotion expenditures during 1952. A third, how- 
ever, “contemplates the use of direct mail as a means 
of offsetting personnel shortages.” In another case, 
increased advertising will consume part of an over-all 
increase of 30% in the sales budget. And one firm is 
using current advertising to establish future demand. 
An executive of this firm says, “We have increased 
our advertising and promotion effort over what our 
current volume of business might justify . . . to 
create in the minds of the public a ‘first choice’ pref- 
erence for our products so that demand will be there 
when our added facilities are available.” 

Three future problems are anticipated by executives 
in this industry, should sales continue to sag: 


© Training the sales force for creative selling; 
© Getting proper area coverage of existing markets; 


® Maintaining profitable sales levels in the face of in- 
creased manufacturing costs. 


Foundries 


Changes in sales force or advertising offer little 
hope of immediate sales increases, according to the 
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three cooperators in the foundry industry because of 
the nature of industry products and sales methods. As 
a result, one firm is planning no changes, another is 
simply continuing its dealer-training program, and a 
third is concentrating on technological improvements. 
The following comment, from an executive of this 
third firm, indicates the source of future product im- 
provements for the industry: 


“Our efforts are directed primarily toward an improve- 
ment of the quality and properties of alloy steel. Such im- 
provements must arise from a greater stress on applied 
metallurgy, closer technical control of phases of the melting 
and heat treating of our castings, and constant vigilance in 
the application of new foundry techniques and melting pro- 
cesses.” 


The biggest future problem, cooperators in this 
industry say, is the danger of price cutting. One 
executive points out that “If the general market 
should worsen in the next year or so, we would expect 
serious price breaks because of the excess capacity in 
the industry.” 


Hardware 


The six cooperating hardware manufacturers are 
evenly divided in their approach to current sales 
problems. Three firms are planning to increase their 
marketing programs materially. The others, because 
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of current backlogs and defense orders, anticipate no 
important changes in sales force or promotional ac- 
tivities. 

One firm in this industry is undertaking a six-point 
program which includes adding junior salesmen, re- 
ducing the size of territories, intensifying sales train- 
ing, initiating a new merchandising plan for jobbers 
and dealers, introducing new items, and intensifying 
direct-mail advertising. A second company has “a 
program underway which includes increasing the size 
of our sales force, changing our compensation plan, 
intensifying training, and reorganizing management 
and territories.” 

Even the firms that report high backlogs and de- 
fense orders, however, show an awareness of market- 
ing problems. One reports that advertising expendi- 
tures will be “higher,” and another is “intensifying 
contacts with dealers and distributors and watching 
carefully the inventory angles.” 

“Changes in the construction field” and “keeping 
costs somewhat in line with volume” will become 
major industry problems, in the opinion of cooperat- 
ing executives, should current market weakness pre- 
vail. One cooperator comments, “If a sales slump 
should develop, it will only mean more intensive sales 
effort as far as this company is concerned.” 


Heating and Plumbing 


Changes in current marketing problems reported 
by six heating and plumbing firms reveal a widely 
varying approach to current problems. Two firms are 
initiating across-the-board changes in sales forces, 
advertising and promotion. A third is expanding ad- 
vertising and promotion and making “minor changes 
in sales training.” Three firms, however, plan no im- 
portant changes in either selling or promotion. 

The most extensive program reported, which in- 
cludes all phases of marketing activity, is described 
by an executive of the firm as follows: 


“Effective January 1, 1952, changes were made in the 
structure of our field sales organization to provide a more 
thorough coverage of trade, builders, architects and other 
buying and specifying factors; to intensify selling effort 
and to bring field management closer to our customers. 


“These changes included the opening of two additional 
sales offices and four additional sub-sales offices—each in 
the charge of a sales office manager, and dividing the coun- 
try into six instead of four districts—each in the charge of 
a district sales manager. 


“Our program, now nearing completion, also provided 
for a substantial increase in the number of our field sales- 
men, including the employment of experienced and spe- 
cially trained salesmen to sell and promote major product 
lines. 

“Our sales training program, which since the war has 
included six-month training classes for new salesmen and 
refresher training classes for all salesmen, has been ex- 
panded. Factory training schools have been established 


under the supervision of experienced educators and train- 
ing instructors. Continuous short-term training schools 
will be conducted throughout the year for our own sales- 
men, and those of distributors and dealers handling our 
products. 

“The new merchandising plan is meant to develop more 
aggressive and effective merchandisers of our products. It 
includes group and personalized training in the field, plus 
short courses offered at our factory training schools. Also 
effective help and experienced guidance is being rendered 
to our retailers in setting up their showrooms, in their local 
advertising to tie in with our national program, in conduct- 
ing direct-mail campaigns, and other selling activities. 

“Sales potentials in each of our 335 wholesale trading 
areas are being carefully analyzed. This factual informa- 
tion is being used to show present distributors how they 
can build up their volume, and to determine where addi- 
tional distributors are needed. 


“Information thus developed has.strengthened the value 
of our franchise and brought us a larger share of our 
present customers’ business, and by uncovering weak spots 
in our distribution setup has enabled us to more quickly 
establish new and effective distributors in those areas. 


“Through more customer contacts by district sales 
managers and top management, distributors’ inventories 
are being more frequently and carefully checked, to insure 
that adequate well-balanced stocks of all our products are 
maintained at all times. This has been particularly helpful 
during this period of uncertainty as to prices and future 
demand. 

“We have a major shift in our advertising and sales pro- 
motion methods in 1952 as a result of our merchandising 
plan. This has brought on greatly increased trade promo- 
tional expenses in cooperative advertising, showroom dis- 
play, and local promotional material—most of it on a 
shared-cost basis with the dealer. This activity is primarily 
directed toward heating and plumbing modernization work 
and retail store sales. Largely as a result of these activities, 
our 1952 promotional expenditures will run about 20% 
above 1951. 


“If current market weakness should broaden and worsen 
in the next year or so, our most difficult sales problems 
will be to sustain prices at profitable levels in both primary 
and secondary markets; make sure that our distributors 
maintain adequate stocks of our products; stress to our 
distributors the advantages of nationally advertised quality 
products; maintain a high degree of selling morale both 
within our organization and throughout our channels of 
distribution. 

“Our most difficult advertising job in the face of a harder 
selling task will be to keep our retailers working ag- 
gressively to create new business for our products. This 
will be expensive, since the demand for cooperative adver- 
tising and other selling assistance will increase even though 
we may wish to hold our expenses lower. This means that 
we will have to supervise our program most carefully to 
get maximum sales results from every dollar spent. Also, 
it will require a more careful screening of dealers and dis- 
tributors so that our money and our time can be spent with 
those who will do the best job for us.” 


Another firm, planning no immediate change in 
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advertising or sales promotion, reports a 10% increase 
in its 1952 selling budget. The company plans to 
increase sales-force size, intensify training, and re- 
organize territories. Also they will upgrade the dealer 
organization and “liberalize our policies somewhat.” 
This company reports, however, that “should market 
weakness continue or broaden, we will use our adver- 
tising and sales-promotion resources to line up more 
dealers for our wholesalers and stimulate their activ- 
ity. We will search out new applications and markets. 
Also we will use national advertising for the specific 
purpose of developing leads, contests to stimulate 
wholesale salesman activity, and special selling tools 
such as slide films to add more power.” 

Changes in advertising plans reported by one co- 
operator are based on a ‘our-point program. Em- 
phasis in promotion will be changed from the dealer 
level to the distributor salesman level. More sales 
helps will be provided for dealers. The number of 
promotional memos to wholesalers will be greater. 
And the company’s house organ will become a strictly 
merchandising paper. 


Industrial Machinery—General 


Concentrations on specific areas rather than com- 
prehensive programs typify the approach of eight 
cooperating industrial-machinery manufacturers to 
current marketing problems. Only one is undertaking 
a broad-scale program. 

Six programs are reported that affect salesmen and 
district office management. Three firms are increas- 
ing their sales forces. Four companies are intensify- 
ing sales training. Realignment of territories, review 
of compensation plans, and the establishment of new 
warehouses are mentioned by one cooperator. Two 
firms plan changes in district-office management. 

Increases in the size of the dealer organization, 
training, and more careful selection of dealers are 
underway in two firms. Another company comments 
that “over the long range we shall probably increase 
the number of our own sales offices and reduce the 
number of our agents, but only on a gradual basis.” 
The need for ensuring adequate dealer inventories by 
training and inventory measurement is mentioned by 
two cooperating executives. 

Advertising and sales-promotion expense will gen- 
erally remain at current levels for this industry. How- 
ever, two cooperators report increases—of 10% and 
14% respectively—and increasing advertising for one 
specific product. A third firm, while not increasing 
expenditures percentagewise, will devote a larger 
share of the total to direct mail. 

The following loom as major problems in this 
industry, should market weakness broaden: 


© Finding ways to estimate costs, as a basis for establish- 
ing prices more accurately and with less time and 
expense than at present; 
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© Surveying and selling new markets; 
® Training salesmen for a competitive market. 


Industrial Machinery—Specialized 


Changes in sales activities reported by ten cooperat- 
ing specialized industrial-machinery firms are rela- 
tively minor. Five firms are anticipating no impor- 
tant changes. Two others are benefiting from having 
maintained sales activities throughout the postwar 
period. Expanded sales activities reported by the 
remaining three firms, however, include sales-force 
expansion and reorganization, training and closer in- 
ventory measurements for dealers, increased advertis- 
ing expenditures, and the introduction of new products. 

Two cooperators in this industry group comment 
that there is little need for an expansion of sales activi- 
ties today, because they have maintained sales ac- 
tivities during the past few years. One says: 


“Since 1943 we have been expanding all activities in 
sales and advertising in preparation for the kind of a mar- 
ket that seems to be approaching. Several months ago we 
did reinstate a more intensified sales-training program. 

“Again we do not have in mind any new programs re- 
garding dealer organization. It has been our practice for 
many years to continuously replace dealers who become 
complacent, and we have also continuously kept detailed 
records with respect to dealers’ inventories, sales, profits, 
etc. We like to feel we are as diligent in these matters 
during a period of easy business as when orders are more 
difficult to secure.” 


And in similar vein another executive says: 


“We as a company feel that even in the buyer’s market 
the sales force must be maintained, the advertising program 
continued, and the basic practices and policies of good 
selling followed. Thus, we have no important changes in 
mind for our sales force, and will keep its size proportion- 
ate to our volume of business, and continue our training 
program. We may reorganize coverage by territories—but 
this is based on a change in types of coverage needed, 
rather than an intensification of sales effort. 

“Our dealer organization probably needs some awaken- 
ing, and there will be some weeding out of the dealers who 
don’t perform in a buyer’s market; but there has always 
been some weeding out, and we don’t anticipate any great 
upsurge of dealer cancellations. We may change our trade 
discounts to provide a wider margin for the dealer to work 
on, to accomplish ‘deals’ in a more competitive economy.” 


Three specialized industrial-machinery firms cur- 
rently revamping their sales forces report an increase 
in size; and two report intensified training and terri- 
torial and district reorganization. And one firm is 
asking salesmen “to do a better ‘cold turkey’ solici- 
tation job.” 

In the field of dealer relations, one firm reports in- 
tensified training and making “a checkup on our 
dealer inventories more often.” Another firm reports 
increased dealer discounts. 
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Four companies report increased expenditures for 
advertising and promotion, ranging in amount through 
“somewhat greater,” 12%, 15% and 20%. One firm 
will slant toward product rather than institutional ad- 
vertising. 

Five major problems are anticipated by cooperators 
in the event that current market weakness should con- 
tinue. 


© Meeting lowered tariffs and foreign competition; 
© Developing new accounts; 

© Speeding up the decision to buy; 

© Getting dealers to increase customer contacts; 


© Training salesmen to realize that hard constructive 
effort is necessary to write business. 


instruments and Controls 


Three out of four cooperating manufacturers of 
instruments and controls are planning no immediate 
expansion of sales activities. In one case, however, 
an executive points out that there is no present need 
for such expansion because the company has main- 
tained sales activities in the post-Korean period. He 
comments: 


“We avoided any cutback in our sales force, or in our 
promotional efforts in civilian markets after the outbreak 
of the Korean war. In spite of the revival of a new ‘war 
boom’ in defense production, we were determined to main- 
tain our sales force in high gear and avoid the impairment 
in customer relations with established civilian outlets that 
admittedly occurred during World War II. Accordingly, 
we now have no particular need to reinforce our sales per- 
sonnel to meet the recent return of competitive conditions 
in our civilian markets.” 


Another company in this industry, however, reports 
the addition of field personnel to its sales force, with 
correspondingly increased training. The firm also 
plans to canvass jobbers “as to the desirability of 
carrying enlarged inventories.” 

Only one cooperator expects to increase advertising 
expenditure, “largely prompted by the excess-profits 
tax, rather than by any compelling need for expendi- 
tures of this sort.” Another firm reports 1952 adver- 
tismg and sales-promotion appropriations approxi- 
mately 21% over 1951. This firm expects that direct 
mail to specific customer classes may receive added 
emphasis this year. 

Principal future problems foreseen by members of 
this industry are: 


© Making prices that will be competitive; 
© Holding the dealer organization intact in view of price 
cutting and special deals which will be offered. 


Machine Tools 


Despite indications of a continuing high level of 
sales, replies of twelve cooperating machine-tool firms 
evidence current preparation for an eventual decline. 


Primarily these programs are designed to increase the 
effectiveness of the present sales force. Some changes 
in dealer programs and advertising, however, are also 
reported. 

Expanding the sales force, intensifying training, 
and reorganizing territories are the three most com- 
monly reported changes in sales force. Five firms are 
increasing the sales force, although in some cases the 
increase involves only two or three men. Six com- 
panies plan to continue or intensify current training 
programs. Four firms report a reorganization of terri- 
tories, and in one case this includes reorganizing dis- 
trict management to reduce paper work. 

Other programs, each reported by one firm, range 
through weeding out incompetent men, moving sales 
offices to the suburbs to enjoy lower rents and avoid 
traffic congestion, and changing compensation. In 
describing his company’s newly adopted compensation 
plan one executive says: 


“Last year a change was made in our method of com- 
pensation to provide for a proportionately higher rate of 
commission and correspondingly greater sales effort on 
certain products than on others, as the relative desirability 
of orders for various products is not entirely in relation 
to the dollar value of the order, on which commissions were 
formerly paid on a straight percentage basis.” 


Six cooperating firms report that there will be “no 
change” in current dealer programs. (One firm does 
not use dealers.) Two of the remaining firms state 
that they are replacing dealers in some instances. 
Also two are making a more careful check of dealer 
inventories. In this connection one _ executive 
comments: 


“We are attempting to develop a system under which 
certain selected distributors would report to us their in- 
ventory positions periodically. We feel that, if successful, 
this will enable us to have a very much more accurate 
idea as to the relationship between our sales to distributors 
and the actual consumption of our product. This, in turn, 
will enable us to forecast, somewhat more accurately than 
at present, the probable future demand for our product.” 


Another company illustrates the sharp contrast 
between domestic and export marketing in the follow- 
ing comment. 


“We have very few domestic dealers, but handle our 
foreign sales almost entirely through dealers. Because of 
the devaluation of many of the foreign currencies our prices 
are almost double our foreign competitors’, so that it is 
very difficult to get our normal share of the going business. 
This, plus all of the government restrictions on the part 
of both our own government and foreign governments, has 
posed some problems which are not readily or easily solved 
from the export manager’s standpoint. We are, of course, 
studying these in detail, and hope to come up with some 
practical answer, although the price differential is a real 
stumbling block. 


“In our domestic division we are striving to the very 
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best of our ability to promote sales by better dealer sales- 
training helps and a more intensive sales campaign on the 
part of our own field men working with the dealer sales- 
men and directly with prospective customers.” 


Advertising expenditures for cooperating firms will 
be the same or slightly larger. Five companies report 
increases in expenditures of 15%, “increased,” 
“broader,” “slightly larger” and “greater.” Appropri- 
ations of six firms will rémain unchanged, and for one 
company will decline. 

In addition to appropriations increases, cooperators 
report several shifts of emphasis. One company 
states, “We are now giving more attention to new 
sales literature such as catalogues, data sheets, etc., 
to provide better selling tools both for our dealer 
salesmen and for our own direct-sales representa- 
tives.” Another company is “using more movies to 
show our machinery in actual production in customer’s 
plants.” And two firms intend to make greater use 
of direct mail aimed “at various ‘soft spots’ as they 
begin to show up.” 

An example of flexibility in the use of advertising 
effort is revealed by one executive: 


“We have made a change in our advertising budgets 
by shifting a greater part of the emphasis into the auto- 
motive field, while decreasing industrial advertising pro- 
portionately. This is in line with the weakening automo- 
tive market, while the industrial market is expected to 
continue fairly strong in view of the continuing defense 
effort. In general, our advertising budget does not vary 
materially from our 1951 budget, and we anticipate ap- 
proximately the same total sales volume for this year as 
was realized in 1951.” 


Cooperators anticipate the following major sales 
and advertising problems “if and when the expansion 
tapers off”: 


© Price competition; 

® Reduction of inventory, personnel, manufacturing and 
management overhead; 

¢ Training salesmen to meet competitive selling con- 
ditions; 

® Developing better products that warrant customer capi- 
tal expenditures for replacement to attain savings 
and efficiency, even though the machines are not 
needed for expansion of production; 

¢ Stimulating replacement buying when customer sales 
are falling; 

® Inflexibility of government controls during a period 
when we must be free to make quick decisions. 


Nonferrous Metals 


The nonferrous metals industry, according to co- 
operators, is still faced with shortages rather than 
surplus. Nevertheless some of the five cooperators in 
this industry classification are planning, or have ini- 
tiated, changes in their marketing programs. 

Two firms report recent reorganization of their sales 
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forces, and, in one case, of “some territories.” One 
company is now working on an incentive-compensa- 
tion plan. Another executive writes that if the in- 
dustry situation eases so they can rebuild working 
inventories, refresher courses for salesmen will be 
instituted. 

Three cooperators plan to intensify dealer training. 
In addition one firm reports that “our long-range plans 
involve a reanalysis of all markets covered by our 
distributor organizations.” And another company is 
“testing a plan to keep closer touch with inventories.” 

Changes in advertising and promotion reported by 
cooperators are very minor. One firm is starting an 
institutional campaign in business magazines. Another 
has “adopted a more institutional advertising cam- 
paign.” 

The major problems executives anticipate should 
shortages cease are “securing sufficient volume to op- 
erate profitably without reducing personnel” and 
reversing a trend toward the use of substitutes. Short- 
ages, government regulations, and price levels have 
caused many customers to adopt substitutes. 

One industry executive comments on the resulting 
problem as follows: 


“The substitution of any one metal for another may be 
expected in the future as in the past, depending upon the 
price, relative supply, suitability for a particular use, and 
many other factors. Each metal will maintain its normal 
uses, particularly for those purposes for which it is most 
desirable. Experience has shown that when a competitive 
material moves into an advantageous position, either be- 
cause of price or physical property, the consuming indus- 
tries will proceed with substitutions wherever practicable. 
Accordingly, we expect that we would be called upon to 
expend considerable sales effort, through direct contact, 
sales promotion, and advertising, in bringing the suitability 
of our products to the attention of customers.” 


Office Equipment 


Sharply increased sales activities are reported by 
five of seven cooperating office-equipment manufac- 
turers. Only one executive anticipates no changes 
in sales force or promotion budget. Two companies 
made important changes, some time ago, in anticipa- 
tion of current conditions. 

Sales-force changes reported by cooperators include 
increased size, intensified training, and reorganization 
of territories and district management. In one case, 
the sales force is being increased 50% because of an 
increase in production capacity “which will approxi- 
mate 50%” compared to 1949. Five companies are 
intensifying training for new men, and instituting re- 
fresher courses. One executive says that his firm is 
“replacing poor producers with men of higher poten- 
tial.” Two firms are reorganizing territories and dis- 
trict management. And one executive finds need for 
“more intensive selection.” 

While only four cooperators in the office equip- 
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ment industry have dealer organizations, three of the 
four are increasing training. One reports “replace- 
ment of poor producers.” One firm is quizzing dealers 
on inventories and outlook. The extent to which 
training is being emphasized is indicated by one ex- 
ecutive: “We are employing additional district men 
so that more time can be devoted to dealer-training 
problems, etc., on each individual call.” 


One executive uses dealer reports as an aid in fore- 
casting and production planning. He says: 


“We have recently inaugurated a questionnaire, which 
we forward to our men at quarterly intervals, on the 
state of the dealers’ inventories in our general field and in 
certain of our specific products; also the dealer feeling to- 
ward the business prospects for the next quarter, etc. These 
data, coming from our men in all parts of the country, en- 
able us to plan our production schedules a little more in- 
telligently.” 


Advertising and promotion expenditures will be 
increased by five of the seven cooperators. Amounts 
of increase are “a little greater,’ 15%, 50%, and 
“more than double the amount in 1951.” The only 
change in methods or media reported, however, is the 
use of chain department-store catalogues on an experi- 
mental basis. One firm is publicizing National Secre- 
taries Week extensively. 

Companies in this industry feel that continuing 
weakness in general business activity would create 
greater potential for them. Industry products are 
designed primarily to increase efficiency and provide 
better control. And these are needed in poor times as 
much as or more than in good. Nevertheless, two 
problems are anticipated by cooperators if weakness 
should continue: 


© Meeting lowered morale in the sales force resulting from 
slackened business and smaller earnings; 

® Cutting costs to cope with competitive price levels and 
prospective volume. 


Railroad Equipment 


Little or no change in sales activities is reported 
by five cooperators in the railroad equipment in- 
dustry. Executives in this industry point out that 
demand for their products is determined largely by 
the needs of other parts of the transportation in- 
dustry; and increased sales pressure has little effect. 

Two programs, however, are reported. One firm 
is establishing a distributor organization to handle 
their products. Another company is “adding field 
demonstrations as a sales-promotion method during 
1952.” This second firm is the only one in the industry 
that reports an increase in advertising or promotions 
—up about 10% for 1952. 

Principal problems: that will arise should current 
weakness continue, in the opinion of cooperators, are 
competitive pricing and maintaining volume above 


the break-even point. A disturbing note, however, is 
sounded by one executive who says, “If the market 
weakness should broaden, we would be forced to re- 
duce our advertising program and possibly our sales 
force to some extent.” 


Steel 

A number of factors combine to make current sales 
planning difficult at present for cooperators in the 
steel industry. In some instances, “sales of steel 
producers have not reached the declining point of 
some other commodities.” Thus there is minimum im- 
mediate need for increased sales pressure. At the 
same time, another executive points out, “The steel 
industry as a whole has been increasing its production 
capacity. In order to market this additional tonnage 
adequately an upward adjustment in the size of our 
sales force will take place.” 

Against this background of relatively well-main- 
tained sales and the need for selling additional ton- 
nage, cooperators report widely differing actions. Five 
of seven cooperators report no change in sales force. 
Two of these, however, state that sales activities 
have been maintained at a high level postwar. Of 
the remaining firms, one is “adding a few personnel 
to our sales department and making minor changes 
in territorial arrangements.” Another firm says that 
men “may be added if needed.” One executive, how- 
ever, reports an active recruiting and training 
program: 


“Both the number being trained and the quality of their 
training have been stepped up. This includes training of 
“inside” sales personnel, new salesmen, veteran salesmen, 
and sales supervisors. 

“We are constantly reviewing and analyzing our sales- 
organization structure and are making necessary changes 
to accommodate market conditions, and improve and co- 
ordinate our sales effort.” 


Dealer organizations, cooperators say, are of rela- 
tively minor importance to steel producers. One firm, 
however, states that it has recently established four 
new warehouses to supply jobbers. Another writes, 
“We distribute to certain steel warehouses, and intend 
to continue working closely with our warehouse cus- 
tomers particularly as regards certain of our specialty 
products.” ; 

Advertising methods and appropriations for 1952 
will remain about the same as for 1951. Two of the 
seven cooperators report appropriations changes, 
characterizing them as “more intensive” and “small 
increase.” 

One producer describes his firm’s basic methods in 
the following: 


“Our advertising and promotion activities are based on 
the long-range outlook for the selected products and mar- 
kets that appear to offer us the greatest opportunities for 
profitable future sales. We believe our methods are broad 
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enough, and flexible enough, to accommodate temporary 
changes in business conditions, or changes in products 
or markets, without a major shift in the programs them- 
selves. As conditions change, however, we change our 
approach. Should a particular market weaken, or a new 
product be developed, we will put more “sell” into our 
advertising and step up our promotional efforts. By the 
same token, our copy approach will be changed to suit the 
conditions should a shortage develop in any particular 
product line.” 


Cooperators feel that extended market weakness 
would present these problems: 


® Price cutting; 

® Maintaining demand for high-quality specialty prod- 
ucts; 

® Reestablishing contact with firms the company has 
been unable to supply during shortages; 

® Changing the fundamental thinking of the sales force 
from emphasis on equitable distribution of available 
tonnage to emphasis on competitive selling; 

© Meeting competition from companies that have entered 
the industry in the last few years and from competi- 
tive materials, the supply of which has been ex- 
pended. 


Miscellaneous Metal 


Eight of fifteen cooperating firms in the miscella- 
neous-metals classification report that sales conditions 
require no change in their sales programs. Three other 
companies are completing programs initiated some 
time ago. Four companies are undertaking new or ex- 
panded plans. 

Sales-force changes in two firms were undertaken 
last year in preparation for today’s selling conditions. 
One executive describes his firm’s progress as follows: 


“In 1951 we made a careful survey of our entire sales 
force and eliminated personnel we did not feel were up 
to par. We have replaced some of these with men we hope 
will prove better. We have also developed several special- 
ized training courses, and made a number of territorial 
changes to eliminate overlapping and unnecessary travel- 
ing.” 

Another company reports it has maintained its sales 
force at about 90% of full strength during the last 
ten years, and is now building it up to full strength. 
Other plans reported include increases in size, inten- 
sified training, territorial reorganizations, and greater 
field activity of supervisory personnel. An air-condi- 
tioning firm is planning a 7% increase in sales-force 
size, and an appliance manufacturer says, “We plan to 
increase the size of each district sales force as our an- 
alyses indicate the need.” Another appliance manu- 
facturer expects to “review, revamp, and revitalize 
our sales training program to teach our salesmen to 
sell rather than merely take orders.” 

Commenting on the results of a territorial reorgani- 
zation completed last summer, an executive says: 
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“We reorganized our territory arrangement last July to 
intensify coverage, in anticipation of what we believed 
would be more difficult selling conditions. This change is 


proving very helpful, and has eliminated the necessity of 
any further substantial changes at this time.” 


An engine and turbine manufacturer intends to 
have top supervisory personnel visit the field more 
often and increase training. The comment of an ex- 
ecutive of this company is published on page 276. 

Elimination of undesirable jobbers, increased train- 
ing, and stronger merchandise promotion, broaden- 
ing the dealer organization and improving the organ- 
ization through better service are the dealer programs 
currently underway in cooperating firms. One firm 
works “constantly with our distributor organizations 
to keep them alerted on economic conditions and 
striving to increase sales.” Another organization an- 
ticipates “greater use of deals of various kinds, some 
of them supported by substantial advertising at the 
local level, paid for by us.” A third firm is eliminating 
undesirable jobbers by establishing minimum annual 
purchases, making a closer check of dealer inventories, 
and considering discount changes to meet competitive 
prices. 

An appliance company is emphasizing the need for 
fresh floor stocks. An executive comments: 


“We expect to broaden our dealer organization to obtain 
wider distribution, and to step up our efforts to train our 
dealers and their salesmen to sell our product. We are 
also checking closer on dealers’ inventories to be certain 
they have a fresh and sufficient stock to adequately take 
care of their customers.” 


Another appliance manufacturer says, “We hope that 
we will be able to improve our dealer organization by 
gradually setting up branch warehouses in order that 
they can depend on prompt shipments of stock.” 

Advertising and sales-promotion expenditures for 
the fifteen cooperating miscellaneous-metal manufac- 
turers will be the same or moderately higher than in 
1951. Four firms report appropriations 10% higher, 
one up 15%, one increased 20%, one “slightly higher 
over-all with increased emphasis on sales promotion,” 
one “increased over 1951,” and in one case, the budget 
will be slightly higher but advertising will be concen- 
trated “on fewer trade journals and increased fre- 
quency of appearance, with more space used in this 
reduced number of magazines.” Expenditures for one 
firm will be “considerably less than in 1951.” 

Six problems for the future are anticipated by co- 
operators if market weakness should arise. 


© Training salesmen for competitive selling; 

© Nonconvertibility of sterling (foreign marketing) ; 

© Lack of a sufficient number of well-trained salesmen; 
© Combatting the demise of fair trade; 


© Developing new markets and new customers in fields 
heretofore untouched and undeveloped; 
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®Convincing customers to invest additional capital in 
equipment during this period in order to effect econ- 
omies. 


NONMETAL INDUSTRIES 


Apparel 

While none of the three apparel manufacturers co- 
operating in this survey are expanding their sales 
force, they are all making changes in sales methods 
and policies and nurturing dealer relations. Because 
of decreased sales, two firms will reduce advertising 
appropriations. 

Changes in sales methods and policies reported 
cover a wide range. One firm is initiating an intensi- 
fied sales-training program, and working on “com- 
pensation methods which we hope will stimulate our 
sales force.” A second firm reports intensified field 
supervision, training and upgrading of salesmen, a 
slight change in compensation, and a 50% increase 
in allowance for car use. An executive of the third 
company comments, “We have made an important 
addition to our sales organization to intensify pro- 
motion and add new accounts.” 

Two cooperators report careful checking on dealer 
inventories and continuing dealer-training programs. 
One company intends to “police more carefully our 
policy of ‘no deals.’ ” 

Two organizations report that advertising and pro- 
motion appropriations will be smaller in 1952 than in 
1951. The third firm has expanded radio coverage, but 
states that any increase in total expenditures will 
result from increased sales volume. 

Major industry problems anticipated by cooperators 
should current market conditions continue are: 


© Preventing further rises in distribution costs; 

© Inducing dealers to maintain adequate balanced inven- 
tories in the face of declining wholesale prices; 

‘© Planning the advertising program in view of fluctuating 
sales with correspondingly fluctuating appropriations; 

‘© Development of better retail merchandising techniques; 

© Overcoming customer resistance to higher prices. 


Building Materials 


Because sales activities of the seven cooperating 
‘building-material firms have been at a high level 
during the past few years, cooperators report little 
need for extensive changes at present. Nevertheless, 
cooperators are initiating programs designed to im- 
prove current techniques. These programs affect sales 
forces, dealer programs and advertising. 

Increases in sales forces of 10% each are reported 
by two cooperators, and a “material” increase is re- 
ported by a third. In three other firms no changes will 
be made at present, either because of changes during 
the past few years or because the sales force has been 
‘maintained at full strength. Four firms are intensi- 


fying training, and in at least one case the program 
includes regional sales managers as well as territorial 
salesmen. One company has changed its compensa- 
tion plan. Changes in sales-force organization are 
mentioned in two instances, but one executive re- 
ports “changed management personnel, but not type 
of organization.” 

Organization changes include complete revamping 
of the sales department in one company, and the addi- 
tion of a merchandising department in another. One 
executive reports that changes in his sales organiza- 
tion will “change our sales management from a de- 
centralized form (product divisions or departments 
administered by general managers in geographical 
divisions) to a strong centralized form with all sales 
activities directed by a general sales manager.” 

Another firm is organizing~a “merchandising de- 
partment to handle market analysis, product develop- 
ment, advertising, sales promotion, sales training and 
other similar staff functions.” 

Relatively minor changes are reported in dealer 
organizations. Two firms state that dealer relations 
has always been important, and will continue to be so 
regarded. Three firms are improving dealer organiza- 
tion through evaluating individual accounts, eliminat- 
ing substandard dealers, and “adding new dealers 
slowly.” Three firms are increasing dealer-training 
programs. One is planning to “get more information 
on dealer inventories.” And one firm reports that 
“due to peculiarities of CPR-22 we have had to dis- 
continue sales through dealers.” 

Five of the seven cooperating firms report no change 
or slight increases in 1952 advertising appropriations. 
In the other two companies, however, increases will 
amount to 20% and 28%. Three cooperators report 
changes in their advertising approach. One executive 
says that “the advertising program will not be changed 
materially for 1952, but extensive plans are under way 
for a new approach in 1953.” Another firm comments 
that while expenditures for 1952 will be about the 
same as in 1951 “they may be directed at different 
markets.” Indicative of the nature of such changes is 
the comment of another executive: 


“Changes, this year, in our advertising and sales-promo- 
tion methods will be of quantity rather than type. Our 
budget for advertising space has been redistributed in 1952: 
the amount of space advertising for our industrial products 
has been reduced, but that for our consumer products and 
certain of our building products has been increased. Our 
sales promotion budget remains about the same.” 


A wide range of industry problems is foreseen by 
cooperating executives should current market weak- 
ness broaden and deepen, those mentioned are: 

© Strengthening the sales organization both quantitatively 

and qualitatively; 


° Developing new products rapidly enough to keep pace 
with competitors; 
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*Improving dealer efficiency in the use of company ma- 
terial; 

° Keeping the sales force informed of changing supply 
situations; 

® Maintaining volume through normal distribution chan- 
nels, rather than opening new channels; 

* Maintaining consumer preference for quality items in 
a period when price is of primary importance. 


Chemicals 


Both tightening and expansion of marketing pro- 
grams is revealed by the comments of nine cooperat- 
ing executives in the chemical industry. Current 
changes, however, affect the sales force more than ad- 
vertising or the dealer organization. 

Six cooperators report an increase in sales-force 
size. In one case the expansion is virtually complete, 
having been initiated two years ago. Another firm is 
limiting its expansion to certain lines that have shown 
very rapid growth. One company is hiring men with 
“both potential and demonstrated sales ability,” to 
strengthen its sales department throughout. Three 
firms have intensified training programs, and one is 
also retraining. Two firms mention changes in sales 
compensation—one of these is currently in the devel- 
opment stage, the other is in process; this latter plan 
is based on using guaranteed minimum base salaries 
with percentage increase in the base salary adjusted 
for percentage increase in new gross sales above par. 
This firm is also “attempting to reorganize our sales 
management for more efficient and lower-cost attain- 
ment.” 

Dealer organizations are receiving increasing atten- 
tion from cooperating firms. Three are stepping up 
training programs. Two are expanding promotional 
activities. Another executive reports that “the em- 
phasis in our dealer organization is going to be a more 
frequent appraisal of performance, more frequent as- 
sociation with sales management, and greater em- 
phasis on selling the complete line.” Another executive 
comments: 


“In dealer marketing operations with which we are con- 
cerned, we have selected additional dealers with greater 
care, made more extensive use of sales plans, provided in- 
creased selling aids, offered greater technical service assis- 
tance, and held more sales meetings for benefit of dealers, 
dealers’ clerks, and product users.” 


Five cooperators report no change in advertising ap- 
propriation for 1952. The others plan “larger,” “some- 
what higher” and “some increase,’ and for one 
company “slightly more” for advertising and “con- 
siderably increased” sales-promotion expenditures. One 
firm plans to shift from institutional to product adver- 
tising, however, in 1953. Keyed advertisements are be- 
ing used by one cooperator “to measure their pull.” 
And another organization is shifting emphasis to “cul- 
tivate special markets which offer better profit pros- 
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pects. One executive comments that his firm is stress- 
ing an in-company slogan: “Does it seil? Does it ask 
for the order?” 

In discussing the problems that might arise should 
current market weakness worsen, one executive makes 
the following comment: 


“We would naturally expect to encounter more vigorous 
competition. Successful introduction of new products would 
become more difficult; in the more competitive lines, we 
would undoubtedly have to fight harder to maintain our 
share of the market, and to improve it. This would take 
the form of efforts to improve the effectiveness of our 
salesmen (without unduly increasing selling expense as a 
percentage of sales), product improvement, sales service 
assistance to customers, etc.” 


Other problems foreseen by cooperators are: 


© Increasing percentage of a limited market; 

© Locating markets and buying influences; 

® Developing an aggressive sales force for a competitive 
market; 

® Making effective use of advertising and sales-promotion 
programs to maintain the percentage sales cost on 
dollars gross sold. 


Food 


Very little change in sales activities is reported by 
the eleven cooperating food manufacturers. And such 
change as is reported is limited primarily to the sales 
force. Typical of replies from this industry is the 
following comment of a company executive: 


“The general tone is one of tightening up on our per- 
formance and the quality of service rendered to make it 
more efficient and effective, largely through direct manage- 
ment channels rather than through activities that would 
increase expenses.” 


Only two of the eleven anticipate an increase in 
sales-force size. “These additions will be carried as a 
pool of extra men in training. They will be placed 
either in new territories created by rearrangement of 
present territories, or as replacements for older men.” 
Other plans mentioned include intensified training 
used by two firms, and reorganization of territories 
and territorial management by two firms. One com- 
pany is “trying to get better coordination between 
sales trips and delivery routes.” Another firm is trying 
to weed out marginal producers. 

A rather complete sales plan to meet current condi- 
tions is outlined by an executive of a leading food 
processor. He says: 


“We are constantly studying methods of compensatine 
the sales force, and at present have an incentive program 
with periodic bonus payments and recognition of sales 
increases. 

“We are revamping our training program for new sales- 
men, including a new sales manual, a new price boek, and 
major changes in the salesman’s sample case. 
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“We have completed a thorough analysis of the sales- 
man’s work load. Route lists are being revised to permit 
maximum concentration of effort on the most productive 
accounts. 

“We are more actively courting executives of various 
trade associations. This cultivation includes keeping trade- 
association secretaries and other key personnel better in- 
formed, by personal contact and by letter, of our merchan- 
dising programs far enough in advance so that they may, 
in turn, acquaint their members with them. 

“We meet at frequent intervals with our salesmen at 
branch conventions, and attempt to keep the organization 
inspired and alert through discussions; and we are provid- 
ing them with more effective marketing programs designed 
to sell merchandise out of the stores.” 


Very little change is reported in connection with 
dealer or store-merchandising programs. One firm is 
“improving merchandising methods.” Another is 
“placing emphasis primarily on improving our fran- 
chise jobber distribution by more careful selection of 
new jobbers and replacement of old ones whose activi- 
ties have not been up to par.” Referring to the 
growth of self-service stores, one executive says that 
“it calls for new and determined ways of merchandising 
products, including changes in packaging labels and 
store material.” This company is continually studying 
buying habits and consumer tastes, and making ad- 
justments to conform to shoppers’ needs. 


Only one cooperator is increasing advertising appro- 
priations materially—by 40%. This firm is increasing 
emphasis in point-of-sale material, and the bulk of 
the increase will be spent for that purpose. Another 
executive anticipates shifts in media: 


“Planned advertising and promution expenditure for 
fiscal year 1953 is slightly less. Three media—maga- 
zines, newspapers and outdoor—form the basic pattern 
of our mass advertising activity, with some shifting of 
funds from one to the other. Our network radio pro- 
gram will be dropped, however, with termination of our 
present contract in June, and in the fall the expenditure 
will go into an extensive Sunday-magazine comics program. 
There will be no curtailment of expenditure in sales pro- 
motion and merchandising.” 


Balancing costs and margins, and maintaining mer- 
chandising support present the basic problems if 
current market weakness continues. Specifically, the 
following problems are mentioned: 


© Absorbing a high-cost sales and advertising program 
and holding profit margins in a competitive market; 


® Cutting costs, including all sales and operating costs; 


© Maintaining a proper balance between advertising and 
sales. 


One executive comments on the problem of maintain- 
ing merchandising support as follows: 


“The most difficult program we face in the event of any 
prolonged weakness in the market is maintaining the mer- 


chandising support for our products. With proper mer- 
chandising, we believe consumers’ purchases will remain 
satisfactory. 

“If conditions generally should influence dealers toward 
caution in promotion and expenditure on quality merchan- 
dise and divert their curtailed activity to price merchan- 
dise, we would lose a very important factor in the sales 
success we have enjoyed for the past few years.” 


Leather 


Two of five cooperating leather-goods producers 
are expanding current sales activities. A third, who 
sells through company-owned stores, proposes to open 
new channels of distribution “as soon as conditions 
warrant.” The remaining two firms anticipate no 
important changes in sales force. 

The sales force of one cooperating firm will be 
increased “roughly 20%” with accompanying changes 
in territory “particularly with regard to export.” An- 
other executive who reports intensified training says, 
“We are endeavoring to develop our men to sell basic 
retail-sales promotional ideas rather than the mer- 
chandise itself.” 

There will be little change in the dealer programs 
of five cooperators. However, one firm is “supplying 
more comprehensive retail-sales training literature to 
stores” and has developed promotional programs to 
increase the stores’ unit sales. 

Three cooperators expect advertising appropriations 
for 1952 to approximate those for 1951. One firm 
terms its appropriations “somewhat larger,” and one 
firm has doubled its 1951 advertising appropriations 
for 1952. 

In the opinion of cooperators, two major problems 
face the industry should current market weakness 
continue: 


© Price cutting in the industry; 


® Getting dealers to maintain adequate inventories of 
seasonal items in spite of falling retail prices and con- 
sequent reductions in inventory values. 


Paper and Paper Products 


Moderately increased sales activity is reported by 
eight cooperating paper and products manufacturers. 
Current plans are aimed at improving sales forces, 
dealer activities, advertising, and sales promotion. 

Four firms are enlarging their sales forces. In one 
case the increase is to a size “approximately double” 
the present. Another organization contemplates “the 
addition of more supervisory personnel and addi- 
tional salesmen, so that their efforts may be more 
specialized in specific customer industries.’ A com- 
pany not increasing the size of its sales force is “inten- 
sifying our activity either through improved methods, 
market research, or more intense solicitations.” Two 
firms report expanded training activities, and in one 
company this training includes “a series of sales 
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seminars, dealing largely with the introduction of new 
products.” 

Three firms report new plans relating to the dealer 
organization. These plans include training, concen- 
trated coverage, and giving dealers greater protection. 
One company intends “to screen the achievement of 
individual distributors more carefully. We intend to 
give those not performing satisfactorily increased 
training through our own representatives. If this does 
not bring results, we will make changes in our list of 
distributors.” In answer to dealer requests, another 
company is contemplating change of the length of 
time given for protection of floor stocks from thirty 
to ninety days. This company reports: 


“We are offering our dealer salesmen special deals and 
campaigns to encourage sales. In addition, we shall at- 
tempt to increase our regular sales force to work with our 


dealers.” 


Concentrated coverage is being sought by one 
company: 


“Instead of having our lines split among several mer- 
chants in certain cities we are changing to an all lines-all 
merchants plan. In a few cities we may add dealers where 
the sales potential indicates need for more outlets.” 


Changes in advertising reported by cooperators 
primarily represent shifts in use of funds rather than 
over-all increases. One firm reports an increase of 
50% in total expenditures. Five report no change. 
Two say “higher” and “about the same.” Changes in 
emphasis are reported by three firms. One plans to 
shift emphasis from institutional advertising to sales 
promotion. Another is reducing advertising 10% and 
putting the difference into sales promotion. Another 
firm reports establishing a new sales-promotion de- 
partment to increase the effectiveness of advertising 
and sales promotion. 

Problems foreseen by cooperators should market 
weakness broaden are: 


© Increasing the effectiveness of sales force by training; 

® Convincing the customer that he should continue to 
use high-grade paper—avoiding downgrading on the 
part of the customer as a way to cut costs; 

© Retraining salesmen for competitive selling; 

© Increasing the share of market; 

@ Lack of trained personnel. 


Petroleum 


No important expansion of current marketing pro- 
grams is anticipated by the seven oil firms in this 
survey. However, both sales and dealer training 
programs will be continued at current high levels or 
intensified, companies will weed out weaker dealers, 
and advertising expenditures will be continued ap- 
proximately at current levels. 

Three of the seven cooperators expect “no change” 
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in current sales forces. One firm, however, has “just 
completed” a reorganization in territories and man- 
agement responsibilities. Of three firms that mention 
training, one has a “high-tempo” training program 
which will be continued, and two others are intensi- 
fying training. An executive of one firm says: 


“Our sales management has given considerable time and 
attention to the development of a comprehensive training 
program designed to meet the requirements of sales per- 
sonnel on all levels: home office, region, district, technical, 
nontechnical, etc. Even our sales-operations people are 
receiving training so that physical operations may be more 
closely integrated with sales objectives. The intensification 
in training of our sales force contemplates refresher courses 
at periodic intervals, as well as provision for the selection 
and training of new personnel.” 


An unusual viewpoint regarding the need for sales 
activity is expressed by one executive: 


“In the oil business the volume of sales is not affected 
by sales promotion, advertising, or special deals of any 
kind. People buy our products because they have to. 

“Sales activities in the oil industry are almost exclusively 
competitive in nature. The principal problem in oil mar- 
keting is to constantly reduce selling costs by elimination 
of unnecessary functions and personnel, and to increase the 
productivity per person, so that the margins fixed by active 
competition will be enough to cover marketing costs pushed 
up by inflationary trends.” 


Current dealer programs reported by cooperators 
are designed primarily to continue and improve on 
practices initiated some time ago. Three firms report 
that there will be no change in such programs. Better 
selection procedures and improved training, however, 
are being put into effect by three other firms. One 
company states that “our present lessee selection 
procedure has come out of a recent research study. 
This procedure is in general use in the field now, and 
we are capitalizing on it to maintain a high standard 
of lessees.” 

One company coordinates dealer selection and train- 
ing with sales training: 


“For some time we have been engaged in weeding out 
the weaker and less desirable dealer accounts, as oppor- 
tunity arose. In the selection of new dealer candidates, 
particular attention has been paid to the individual’s desire 
to be a good merchant and his ability to put merchandising 
principles into successful operation. The dealer-training 
and sales-training programs were worked out at the same 
time, and they dovetail. In reality they are two parts of 
the same program, and dealer training will be intensified 
from two directions: first, by specialists; and secondly, by 
contact with our sales personnel, who have been trained to 
follow up and and follow through on the more formal class- 
room and on-the-job training courses.” 


Only one firm reports currently offering special 
inducements to sales: “With adequate availability in 
tires, batteries and accessories, we have found it ex- 
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pedient to develop special deals in support of our 
battery and_anti-freeze products.” 

Advertising expenditures of industry cooperators 
will be the same in four cases, higher for two com- 
panies, and “substantially less than in 1951” for one 
firm. In one instance the amount spent will be 
“moderately larger,” but expenditures as a percent- 
age of sales will be constant. In another case, the 
increase will be 10%. Because of “the high cost of 
past television programs” one firm is discontinuing 
its present program in favor of “local telecasts to 
synchronize best with our marketing setup.” This 
company is also emphasizing “popular-price products 
such as our regular grade gasoline.” 

Cooperators are quick to point out that they antici- 
pate no market weakness in the short-term future. 
Nevertheless, in answer to a survey question they 
mention the following as the most serious problems 
likely to affect their company should weakness in 
demand occur: 


® To effect a proportionate reduction of sales expense to 
fit any lessening of demand or lower realizations; 

® Dislocations in the dealer organization, should lower 
volume or reduced margins last over an extended 
period; 

© Price and give-away premiums at stations of unbranded 
marketers; 

® Maintaining enthusiasm of the sales and dealer organi- 
zation, through improved sales and merchandising 
techniques; 

® Selling quality products when customers are price con- 
scious; 

© Price weaknesses resulting in economic problems for 


dealers. 


Miscellaneous Nonmmetal 


Changes reported by the fifteen cooperators in the 
miscellaneous-nonmetal classification are primarily 


aimed at improving sales operations and expanding | 


advertising programs. Dealer programs, however, are 
receiving attention from three firms. 

Four cooperators are increasing the size of their 
sales forces, and four are improving sales-training pro- 
grams. Also several changes in territories and branch 
offices are reported. One firm has established several 
district offices during the year. Another is “reviewing 
branch warehouses and territorial setups.” In three 
firms, changes in the management or the size of terri- 
tories are under way. One company changed its sales- 
compensation plan as of the first of the year. And in 
one case the elimination of older men is an important 
problem. Nine firms report that no changes will be 
made in their sales forces. 

Only four firms in the miscellaneous nonmetals 
group are actively improving their dealer organiza- 
tion, according to cooperators. One firm is “endeavor- 


ing to make more intelligent and careful checks of in- 
ventories.” Another company is conducting a contest, 
with prizes totaling $25,000, designed “not only to in- 
crease sales, but to improve our relations with dealers.” 
An executive of a consumer-products company reports 
that it has added to its regular sales force “a team of 
young men who are doing consumer work, also de- 
signed to improve relations with our dealers.” One ex- 
ecutive who is just completing a long-range program 
of dealer improvement says: 


“We have two kinds of dealers: one who really goes out 
and sells for us, and the other who aids us in securing 
business because of his ability to demand business on reci- 
procity. 

“We have found that the large houses selling a specialty 
product like ours do not do nearly so well as smaller houses, 
handling a few analogous lines. We have been trying to 
change from the large to the small over a considerable 
period of time, and we are just now bringing the thing to 
complete fruition.” 


An abrasives company points out that changes in its 
sales force “are designed to give more assistance to 
dealers” inasmuch as salesmen will be able to spend 
more time with the individual dealer on each call. 

A manufacturer of electrical equipment voices criti- 
cism of the job being done by distributors: 


“In our opinion, distributors, jobbers, mill agents, and 
brokers are either unable or unwilling to do a good selling 
job, and they are becoming more and more dependent on 
publicity that can originate only with the prime manu- 
facturer. To the extent that middlemen fall down on the 
job, some of them are bound to be eliminated.” 


Cooperator’s advertising expenditures will tend to 
remain constant or rise slightly in 1952. Six of the 
fifteen firms report increases of 10%, 25%-30%, 18% 
“increased considerably,” “in excess of 1951,” and 
“increased.” In one case the company has made an 
important change in its sales-promotion budget. The 
only change in method reported is the greater use of 
exhibitions in “what we consider to be the most im- 
portant trade shows.” One company, however, states 
that it is having great difficulty in holding the ratios 
of advertising and promotional costs to approximately 
the same level as prevailed a short time ago. Two com- 
panies stress the need for a continuing product-devel- 
opment program. 


Major problems anticipated by cooperators should 
current marketing conditions worsen are: 


*Controlling the increasing cost of advertising and sales 
promotion where sales prices tend to decline; 
®Cost reductions; 


*Increasing the share of available market. 
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